OVERSIGHT BOARD TO THE SUCCESSOR AGENCY
OF THE WEST COVINA
REDEVELOPMENT AGENCY

AGENDA

West Covina City Council Chambers
1444 West Garvey Avenue, West Covina, CA 91790

Thursdav, July 5, 2012
4:00 p.m.

Luzmaria Chavez, Board Member

Mike Gregoryk, Board Member

Gerry Hertzberg, Board Member

Mike Lee, Board Member

Carrie A. Sutkin, Board Member

Michael Touhey, Board Member

Vacant, Representative for County Superintendent of Education

AMERICANS WITH DISABILITIES ACT
The Board complies with the Americans with Disabilities Act (ADA). If you will need special

. assistance at Board Meetings, please call (626) 939-8433 (voice) or (626) 960-4422 (TTY) from 8 to 5
Monday through Thursday, at least 48 hours prior to the meeting to make arrangements.

AGENDA MATERIAL
Agenda material is available for review at the West Covina City Clerk’s office, Room 317 in City Hall,

1444 W. Garvey Avenue, West Covina and at www.westcovina.org. Amny writings or documents
regarding any item on this agenda not exempt from public disclosure, provided to a majority of the
Oversight Board that is distributed less than 72 hours before the meeting, will be made available for
public inspection in the City Clerk’s office, Room 317 of City Hall during normal business hours.

PUBLIC COMMENT ‘
Any member of the public may address the Board on items within the Board’s subject matter

jurisdiction during Public Comments. The Board may not take action on matters not listed on the
posted agenda. If you would like to address the Board, please complete a Speaker Card and submit to
the Board Secretary. All comments are limited to three (3) minutes per speaker. All speakers shall
observe decorum and order as specified in the Rules of Procedure of the Oversight Board to the
Successor Agency of the West Covina Redevelopment Agency. '
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Thursday, July 5, 2012
4:00 p.m. - :

L CALL TO ORDER:
A.  Roll Call

-Luzmaria Chavez, Board Member

-Mike Gregoryk, Board Member

-Gerry Hertzberg, Board Member

-Mike Lee, Board Member

-Carrie A. Sutkin, Board Member

-Michael Touhey, Board Member

-Vacant, Representative for County Superintendent of Education

B. Pledge of Allegiance

C. Qath of Office

The West Covina Assistant City Clerk shall administer the Oath of Office to new
appointees to the City of West Covina Oversight Board.

D. Election of Chairperson and Vice Chairperson

As a result of the recent resignation of the Chairman Fernando Oliveros and
Vice Chairman Efrain Escobedo, the Oversight Board will need to elect a
new Chairperson and Vice Chairperson. Upon the conclusion of the election(s),
the Chairperson will take their seat at the head of the dais and conduct the

meeting,

Recommended Action

Staff recommends that the Oversight Board to the Successor Agency of the
West Covina Redevelopment Agency:

a. Elect a Chairperson for the Oversight Board to the Successor Agency of
the West Covina Redevelopment Agency; '

b. Elect a Vice Chairperson for the Oversight Board to the Successor Agency
of the West Covina Redevelopment Agency;

c. Adopt Resolution No. OB-0010 reflecting the selection of the Chairperson
and Vice Chairperson.

II. CHANGES TO AGENDA:
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III. PUBLIC COMMENT:

This is the time set aside for public comments. Please step forward to the podium and
state your name and city of residence for the record when recognized by the Chairperson.

IV. CONSENT AGENDA:
All matters listed under CONSENT CALENDAR are considered 1o be routine and can be acted on by one
roll call vote. There will be no separate discussion of these items unless members of the Oversight Board
request a specific item to be removed from the Consent Calendar for separaie discussion or action.

A.

Approval of Minutes (receive and file):

1L Regular Meeting Minutes of April 19, 2012 May 3, 2012

Recommended Action
to approve all items on the Consent Agenda as recommended

except:

V. EXECUTIVE DIRECTOR/SUCCESSOR AGENCY REPORTS

A.

Update of the State of California Department of Finamce Approvals/Denials
of Schedules of Distribution of Future Tax Revenues (also known as the
Recognized Obligation Payment Schedules “ROPS”)

Staff will provide an update on the State of California Department of
Finance’s (“DOF”) approval and denial of items contained within the
Schedules of Distribution of Future Tax Revenues (also known as the
Recognized Obligation Payment Schedules “ROPS”) for the period of January
1, 2012 through June 30, 2012 and July 1, 2012 through December 31, 2012.

Recommended Action
This is an informational item only. No action is required.

Assembly Bill 1484 (AB 1484)

To discuss recently passed legislation that affects the roles and respons1b111tles of
the Oversight Board and Successor Agency.

Recommended Action
This is an informational item only. No action is required.

V1. BUSINESS ITEM(S):

A.

Review of Assets for Eastland Shopping Center, Lakes Office
Development and Westfield Plaza (IMall)

This report reviews 14 parcels of land owned by the former redevelopment
agency. Staff will provide a brief staff report and provide a tour to the Oversight
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IX.

X.

Board Members of these properties. To prevent any Brown Act violation
concerns, the Board Members will be caravanned in separate vehicles in groups
no larger than 3 Board Members to the development areas (Eastland Shopping
Center, Lakes Office Development and Westfield Plaza). At specific
development areas, staff will provide additional information and/or clarification,

if necessary.

Recommended Action

Staff recommends that the Oversight Board to the Successor Agency of the West
Covina Agency Redevelopment Agency receive and file the staff report and recess
the regular meeting to tour properties owned by the former redevelopment agency at
the Eastland Shopping Center (8451-012-907), Lakes Office development (8474-
011-942 & 943) and Westfield Plaza (8474-003-915, 918, 928, 929, 931, 932,
933, 934, 935, 939, & 940). At each of these locations, the meeting will
reconvene for the purpose of receiving an overview of each property by Successor
Agency staff and to address any questions from the members of the Oversight
Board. The public will be invited to atiend the meeting at each of these
locations to observe the discussion/questions of the Oversight Board. . After
visiting each location, the Oversight Board will return to City Hall for purpose
of concluding and adjourning this evening’s meeting.

STUDY SESSION

No Items

BOARD MEMBERS' COMMENTS

CLOSED SESSION

No Items

ADJOURNMENT

Copies of staff reports or other written documentation, if any, relating to each item of business
described above are on file in the West Covina City Hall, City Clerk’s Office, 1444 West Garvey
Avenue, West Covina, CA 91790, and are available for public inspection upon request during
regular business hours of 8:00am to 5:30 p.m., Monday through Thursday.

Should any person have a question concerning any of the above agenda items prior to the meeting
described herein, he or she may contact Christopher J. Chung, Community Development
Commission, either in person at the Community Development Commission Department at
the West Covina City Hall, 1444 West Garvey Avenue, West Covina, CA 91790, or by calling
via telephone at (626) 939-8401 during regular business hours.
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OVERSIGHT BOARD ro THE SUCCESSOR AGENCY AGENDA REPORT
OF THE WEST COVINA REDEVELOPMENT AGENCY TtemNo. I-D
Date: July 5, 2012

TO: Chairman and Members of the Oversight Board to the Successor
Agency of the West Covina Redevelopment Agency

FROM: Andrew G. Pasmant, City Manager/Executive Director

BY: Christopher J. Chung, Successor Agency Staff Member

SUBJECT: ELECTION OF CHAIRPERSON AND VICE CHAIRPERSON

RECOMMENDATION:

Staff recommends that the Oversight Board to the Successor Agency of the West Covina
Redevelopment Agency:

a. Elect a Chairperson for the Oversight Board to the Successor Agency of the West
Covina Redevelopment Agency; ‘

b. Elect a Vice Chairperson for the Oversight Board to the Successor Agency of the
West Covina Redevelopment Agency;

¢. Adopt Resolution No. OB-0010 reflecting the selection of the Chairperson and Vice
Chairperson.

PURPOSE:

To elect a Chairperson and a Vice Chairperson for the Oversight Board to the Successor
Agency of the West Covina Redevelopment Agency.

DISCUSSION:

Pursuant to ABX1 26, each Successor Agency shall have an Oversight Board. Each Oversight
Board is required to take certain administrative actions to facilitate the performance of its duties.
A Chairperson for the Oversight Board must be selected to preside over the Oversight Board's
meetings. It is recommended that the Board also select a Vice Chairperson to serve in the
absence or incapacity of the Chairperson.

On April 19, 2012, the Oversight Board elected Juan Fernando Oliveros as Chairman and Efrain
Escobedo as Vice Chairman. Following the first meeting of April 19, 2012 of the Oversight
Board, the following Board members resigned:
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o Ernesto Morales resigned on April 20, 2012 and Luzmaria Chavez was appointed by the
County as his replacement as the “public representative” for the County Board of
Supervisors.

o Juan Fernando Oliveros resigned on May 9, 2012 and the County appointed Gerry
Hertzberg as his replacement as representative for the “LA County Board of Supervisors”

o Efrain Escobedo resigned on May 9, 2012 and the County appointed Carrie A. Sutkin as
his replacement as the representative for the “Largest Special District,” being the Los
Angeles County Library, which the Board of Supervisors is the governing body and
makes the appointment. ‘

o Dawn Bastin resigned on June 7, 2012, effective June 30, 2012. She was appointed by
the County Superintendent of Education and a replacement is forthcoming.

Due to the resignation of Juan Fernando Oliveros and Efrain Escobedo, the Oversight Board
currently does not have a Chairperson and Vice Chairperson and needs to conduct a new election
to elect a new Chairperson and Vice Chairperson. Upon the conclusion of the election, the
Chairperson will take their seat at the head of the dais and conduct the meeting.

All actions must be taken on a majority vote of the total membership of the Board. Given the
lack of a Chairperson or Vice Chairperson, one voting procedure for consideration is for Staff to
open and close nominations to the Oversight Board for the Chairperson and call for the vote for
each nominee. The first nominee to receive four votes will be elected as the Chairperson. The
election of the Vice Chairperson could follow the same process by Staff to open and close
nominations to the Oversight Board for the Vice Chairperson and call for the vote for each
nominee. The first nominee to receive four votes will be elected as the Vice Chairperson.

Prepared By:

2

Christopher J. Chung
CDC Director

Attachment: Attachment No. 1 - Resolution No. OB-0010
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ATTACHMENT NO.1

RESOLUTION NO. 0B-0010

A RESOLUTION OF THE OVERSIGHT BOARD TO THE SUCCESSOR
AGENCY OF THE WEST COVINA REDEVELOPMENT AGENCY
AMENDING RESOLUTION NO. OB-0001, DESIGNATING A
CHAIRPERSON, VICE-CHAIRPERSON AND IDENTIFYING
ADDITIONAL OVERSIGHT BOARD MEMBERS AND PROVIDING
NOTICE TO THE DEPARTMENT OF FINANCE (“DOF”) AS
REQUIRED BY HEALTH AND SAFETY CODE SECTION 34179

WHEREAS, California Health and Safety Code Section 34179 requires that each
Successor Agency have an Oversight Board: and

WHEREAS, Section 34179 further requires that the members of the Oversight Board
elect one of their members as the chairperson. In the event that the Chairperson is not available
to attend a meeting or perform an obligation required of the Chairperson, it is prudent to also
elect a Vice Chairperson who is authorized to act in the absence of the Chairperson; and

WHEREAS, Section 34179 also requires that an Oversight Board transmit the names of
its Chairperson and members to the Department of Finance; and

WHEREAS, the Oversight Board has previously adopted Resolution No. OB 0001
identifying the names of the Oversight Board Members and the Chairperson and Vice-
Chairperson; and ‘

WHEREAS, since the adoption of Resolution No. OB-0001, Chairman Fernando
Oliveros, Vice-Chairman Efrain Escobedo, Board Members Ernesto Morales and Dawn Bastin
have resigned; and

WHEREAS, the following appointments have therefore been made:
Luzmaria Chavez, public representative for County Board of Supervisors
Gerry Hertzberg, representative for County Board of Supervisors
Carrie A. Sutkin, representative for the Largest Special District.

NOW THEREFORE, THE OVERSIGHT BOARD TO THE SUCCESSOR
AGENCY TO THE WEST COVINA REDEVELOPMENT AGENCY HEREBY
RESOLVES:

SECTION 1. The Chairperson of the Oversight Board shall be
The Vice Chairperson shall be .

SECTION 2. The Successor Agency staff is hereby directed to transmit a copy of this
resolution identifying the replacement appointees and Chairperson and Vice Chairperson to the
State Department of Finance.
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SECTION 3. The Oversight' Board Secretary shall certify to the adoption of this
Resolution.

APPROVED AND ADOPTED on this 5" day of July, 2012.

Chairperson

Oversight Board to the Successor Agency

of the West Covina Redevelopment Agency
ATTEST

Susan Rush, Secretary
Oversight Board to the Successor Agency
of the West Covina Redevelopment Agency

I HEREBY CERTIFY that the foregoing resolution was duly adopted by the Oversight Board to
the Successor Agency of the West Covina Redevelopment Agency at a special meeting held on
the 19™ day of April by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Susan Rush, Secretary
Oversight Board to the Successor Agency
of the West Covina Redevelopment Agency
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OVERSIGHT BOARD ro THE SUCCESSOR AGENCY AGENDA REPORT
OF THE WEST COVINA REDEVELOPMENT AGENCY  ItemNo. IV-A
Date: July 5, 2012

OVERSIGHT BOARD TO THE SUCCESSOR AGENCY
OF THE WEST COVINA
REDEVELOPMENT AGENCY

MINUTES

West Covina City Council Chambers
1444 West Garvey Avenue, West Covina, CA 91790

Special Meeting
Thursday, April 19, 2012
4:00 p.m.

L CALL TO ORDER:
Meeting was called to order at 4:07 p.m.
A. Roll Call/Introduction
Board Members Present: Efrain Escobedo, Mike Lee, Fernando Oliveros,
Michael Touhey, Ernesto Morales, Mike Gregoryk
(arrived at 4:25 p.m.)
Board Members Absent: Dawn Bastin
Staff: City Manager/Executive Director Andrew Pasmant,
Finance Director Tom Bachman, Successor Agency
Staff Member Chris Chung, Overs1ght Board
Secretary Sue Rush
Election of Chairperson

Board Member Touhey called for nomination for chairperson.

Board Member Lee nominated Mike Touhey. Board Member Morales nominated
Fernando Oliveros, seconded by Escobedo. Motion carried 4-1. (Lee voted no).

B. Pledge of Allegiance
Board Member Oliveros led the Pledge of Allegiance.
C. Oath of Office

Secretary Rush administered the Oath of Office to Board Members.




IL.

IIL.

IV.

D. Introduction of Staff

City Manager/Executive Director Pasmant introduced City staff.

CHANGES TO AGENDA:

Motion by Morales, seconded by Lee to confirm the agenda as presented. Motion carried
5-0.

PUBLIC COMMENT:

Gretchen K. Newsan, Consultant for the County of Los Angeles, requested to
reserve her comment for when the ROPS item is presented.

A.J. Magana, Consultant for the County and people of Los Angeles, requested
to reserve his time for any questions brought forth when the ROPS are
discussed.

CONSENT AGENDA:
A. Approval of Minutes:
No items.
BUSINESS ITEM(S):
A. Election of Chair and Vice Chair
Item introduced by Chairman Oliveros.
a. Election.of Chairperson conducted at beginning of meeting. -

b. Board member Touhey nominated Efrain Escobedo to serve as Vice Chair.
Board Member Lee nominated Mike Touhey as Vice Chair, and then
withdrew his nomination. With no other nominations, Efrain Escobedo was
elected Vice Chair by a vote of 5-0.

c. Motion by Touhey and seconded by Escobedo to designate Andrew G.
Pasmant, Executive Director to be the Designated Official to the Department
of Finance. Motion carried 5-0.

d. Motion by Morales and seconded by Escobedo to adopt the following
resolution.

RESOLUTION NOB OB-0001 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE SUCCESSOR. AGENCY OF THE WEST COVINA
REDEVELOPMENT AGENCY DESIGNATING A CHAIRPERSON,
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VICE-CHAIRPERSON AND PUBLIC OFFICIAL FOR DEPARTMENT |
OF FINANCE CONTACT PURPOSES AS REQUIRED BY HEALTH
AND SAFETY CODE SECTION 34179.

The Board engaged in discussion regarding errors and omissions insurance.
Arnold Alvarez-Glasman, General Counsel to the Successor Agency of the West
Covina Redevelopment Agency addressed the immunity provisions set forth in
the statute.

Board Member Mike Gregoryk arrived at 4:25 p.m. Secretary Rush administered
the Oath of Office to Board Member Gregoryk.

Motion by Escobedo and seconded by Morales to have Successor Agency Legal

Counsel Alvarez-Glasman to contact and discuss with legal representatives from

each Board Member’s agency the issue of legal representation of the Board as a

whole and to report findings to the Executive Director at the next meeting.
Motion carried 6-0.

Item V-A.d continued - Secretary Rush stated a vote has not yet been recorded
on the motion and second on the floor for Resolution No. OB-0001.
Motion carried 6-0.

B. Date and Time for Future Meetings
Item introduced by Chairman Oliveros.

Motion by Gregoryk and second by Lee to adopt the following resolution.
Motion carried 6-0

RESOLUTION NO. 0B-0002 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE SUCCESSOR AGENCY OF THE WEST COVINA
REDEVELOPMENT AGENCY ESTABLISHING THE DATE, TIME AND
LOCATION OF OVERSIGHT BOARD MEETINGS

C. Approval of Oversight Board Resolutions adopting Bylaws and Rules of
Procedure for the Oversight Board to the Successor Agency of the West
Covina Redevelopment Agency.

Item introduced by Chairman Oliveros. Executive Director Pasmant stated that a
typographical error correction is to be made as follows:

Resolution OB-0004, Exhibit A, Section 7B, the reference to Article I,
should properly read Article I, not III.

Board engaged in discussion as to when the public would address the Board, during

one public comment period or at the time each action item is being discussed, and
for amount of time a speaker may speak before the Board.
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Motion by Gregoryk and second by Oliveros to allow the public to address the board
once for both agenda and non-agenda items for a maximum of 5 minutes.
Motion failed 2-4 (Escobedo, Lee, Morales, Touhey voting no).

Following further discussion regarding when during the meeting the public would be
allowed to address the Board, and for how long the public will be allowed to speak,
Board Member Gregoryk restated his previous motion.

Motion by Gregoryk and second by Touhey to allow the public to address the board
for one five-minute period, with the public comment portion being held following
“changes to the agenda” on the agenda. Motion carried 4-2 (Escobedo and Morales
voting no).

Motion by Touhey and second by Gregoryk to adopt the following resolutions, as
amended to change oral communications to a total of 5 minutes per speaker, from 3
minutes.

Motion carried 6-0.

RESOLUTION NO. 0OB-0003 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE SUCCESSOR AGENCY OF THE WEST COVINA
REDEVELOPMENT AGENCY APPROVING BYLAWS AND TAKING
CERTAIN ACTIONS IN CONNECTION THEREWITH

RESOLUTION NO. 0OB-0004 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE SUCCESSOR AGENCY OF THE WEST COVINA
REDEVELOPMENT AGENCY APPROVING RULES OF PROCEDURE AND
TAKING CERTAIN ACTIONS IN CONNECTION THEREWITH

D. Role and Responsibilities of the Oversight Board

Item introduced by Chairman Oliveros. Successor Agency staff member Chung
provided a brief report. Motion by Touhey and second by Gregoryk to receive
and file the report.

Motion carried 6-0.

E. Proposed Legislation that could affect Oversight Board and Successor
Agency

Successor Agency staff member Chung provided a brief report. Motion by

Touhey and second by Escobedo to receive and file the report.
Motion carried 6-0.

F. Recognized Obligation Payment Schedule

Gretchen Newsan, Consultant for the County of Los Angeles, addressed the
Board of her opinion on certain line items within the ROPS.
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Item introduced by Chairman Oliveros. West Covina Finance Director Bachman
provided a staff report and brief overview of each line item on the ROPS for the
period of January 2012 through June 2012. '

A.J. Magana, Consultant for the City of Los Angeles, commented on several
points of the discussion.

Amold Alvarez-Glasman, City Attorney for the City of West Covina and counsel
to the West Covina Successor Agency, addressed items on the ROPS and aspects
of the AB1X26 legislation.

It was the concurrence of the Board to receive further information regarding each
ROPS item. Motion by Morales and second by Gregoryk for a standard template
which provides an executive summary and relevant information regarding every
ROPS line item, including dates of agreements, parties involved, resolutions,
dollar amounts, and whether parties met their obligations.

Motion carried 6-0

The Board engaged in discussion regarding the first ROPS schedule for the
period of January 1, 2012 through June 30, 2012.

Motion by Gregoryk and second by Touhey to adopt Resolution No. OB-0005
approving the ROPS for the period of January 1, 2012 through June 30, 2012.
The following audible votes were recorded.

AYES - Gregoryk, Lee, Touhey, NOES — Morales, ABSTAIN — Escobedo,
Oliveros

Following discussion that all Oversight Board actions require four affirmative
votes, the Board revisited Resolution No. OB-0005.

Motion by Escobedo and second by Gregoryk to adopt the following resolution.
Motion carried 4-1-1 (No-Morales, Abstain-Oliveros)

RESOLUTION NO. OB-0005 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE SUCCESSOR AGENCY FOR THE WEST COVINA
REDEVELOPMENT AGENCY APPROVING A SCHEDULES OF
DISTRIBUTION OF FUTURE TAX REVENUES, ALSO KNOW AS THE
RECOGNIZED OBLIGATION PAYMENT SCHEDULES (ROPS)
PURSUANT TO HEALTH AND SAFETY CODE SECTION 34177 FOR THE
SIX-MONTH FISCAL PERIOD COMMENCING JANUARY 1, 2012 AND
ENDING JUST 30, 2012, AND TAKING CERTAIN ACTIONS IN
CONNECTION THEREWITH

The Board engaged in discussion whether to hold the ROPS schedule for the
period of July 1, 2012 through December 31, 2012 over to the May 3 meeting
and results of not meeting the May 1 submittal deadline to the Department of
Finance.
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Motion by Escobedo and second by Morales to not approve Resolution No. OB-
0006 and carry to May 3 meeting.
Motion failed by a vote of 3-3.

Motion by Gregoryk and second by Touhey to approve Resolution No. OB-0006
with the ability at the May 3 meeting to amend the ROPS schedule and that a
submittal cover letter would state the Board has the right to amend.

Motion carried 5-1 (No-Morales)

RESOLUTION NO. OB-0006 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE SUCCESSOR AGENCY OF THE WEST COVINA
REDEVELOPMENT AGENCY APPROVING A SCHEDULES OF
DISTRIBUTION OF FUTURE TAX REVENUES, ALSO KNOWN AS THE
RECOGNIZED OBLIGATION PAYMENT SCHEDULES (ROPS)
PURSUANT TO HEALTH AND SAFETY CODE SECTION 34177 FOR THE
SIX-MONTH FISCAL PERIOD COMMENCING JULY 1, 2012 AND
ENDING DECEMBER 31, 2012 AND TAKING CERTAIN ACTIONS IN
CONNECTION THEREWITH

G. Successor Agency Administrative Budget
Brief staff report presented by West Covina Finance Director Tom Bachman.
Chairman Oliveros left the dais at 8:43 p.m.

Motion by Touhey and second by Gregoryk to adopt the following resolution.
Motion carried 5-0.

RESOLUTION NO. OB-0007 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE SUCCESSOR AGENCY OF THE CITY OF WEST COVINA
REDEVELOSMENT AGENCY APPROVING AN ADMINISTRATIVE
BUDGET PURSUANT TO HEALTH AND SAFETY CODE SECTION 34177
FOR THE SIX-MONTH FISCAL PERIOD COMMENCING JANUARY 1, 2012
AND ENDING JUNE 30, 2012, AND TAKING CERTAIN ACTIONS IN
CONNECTION THEREWITH

Motion by Touhey and second by Gregoryk to adopt the following resolution.
Motion carried 5-0.

RESOLUTION NO. OB-0008 — A RESOLUTION OF THE OVERSIGHT

- BOARD TO THE SUCCESSOR AGENCY OF THE CITY OF WEST COVINA
REDEVELOPMENT AGENCY APPROVING AN ADMINISTRATIVE
BUDGET PURSUANT TO HEALTH AND SAFETY CODE SECTION 34177
FOR THE SIX-MONTH FISCAL PERIOD COMMENCING JULY 1, 2012
AND ENDING DECEMBER 31, 2012, AND TAKING CERTAIN ACTIONS IN
CONNECTION THEREWITH

Chairman Oliveros returned to the dais at 8:46 p.m.
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IX.

H. Housing Successor Agency
Brief staff report presented by Successor Agency staff Chris Chung.

Motion by Gregoryk and second by Oliveros to adopt the following resolution.
Motion carried 6-0

RESOLUTION NO. OB-0009 — A RESOLUTION OF THE OVERSIGHT
BOARD TO THE WEST COVINA REDEVELOPMENT AGENCY
RECOGNIZING THE CITY OF WEST COVINA COMMUNITY
DEVELOPMENT COMMISSION (CDC) AS THE SUCCESSOR TO THE
HOUSING FUNCTIONS OF THE FORMER WEST COVINA

REDEVELOPMENTS AGENCY AND FURTHER RECOGNIZING THE
TRANSFER OF HOUSING ASSETS TO THE CDC

STUDY SESSION

No Items

BOARD MEMBERS' COMMENTS

Chairman Oliveros expressed his appreciation and patience with the process.

Board Member Touhey introduced his fellow councilmember Fred Sykes in the audience.
Board Member Escobedo thanks staff for all the information provided and stated he is
looking forward to working with his fellow board members and stated the need to resolve
the issue regarding legal counsel for the board.

CLOSED SESSION

No Items

ADJOURNMENT

Motion by Oliveros and second by Escobedo to adjourn the meeting at 9:05 p.m.

Submitted by
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Susan Rush
Oversight Board Secretary
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OVERSIGHT BOARD TO THE SUCCESSOR AGENCY
OF THE WEST COVINA
REDEVELOPMENT AGENCY

MINUTES

West Covina City Council Chambers
1444 West Garvey Avenue, West Covina, CA 91790

Regular Meeting
Thursday, May 3. 2012

4:00 p.m.

L CALL TO ORDER:
Meeting was called to order at 4:06 p.m. by Chairman Oliveros.
A. Roll Call

Board Members Present: Fernando Oliveros, Dawn Bastin, Luzmaria Chavez,
Mike Gregoryk, Mike Lee, Michael Touhey

Board Members Absent: Efrain Escobedo
Staff: City Manager/Executive Director Andrew Pasmant,
Finance Director Tom Bachman, Successor Agency
Staff Member Chris Chung, Oversight Board
Secretary Sue Rush
B. Pledge of Allegiance
Board Member Oliveros led the Pledge of Allegiance.
C. Oath of Office

Secretary Rush administered the Oath of Office to Board Members Bastin and
Chavez.

IL. CHANGES TO AGENDA:

Motion by Oliveros, seconded by Bastin to confirm the agenda as presented. Motion
carried 6-0.

III. PUBLIC COMMENT:
Lloyd Johnson, West Covina resident, inquired as to how the board will

determine how much of the $29 million [RDA/City loans] will be returned to
the City; and inquired as to whom each of the Board Members represents.
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Board Members introduced themselves as follows:

Michael Touhey, Mayor of West Covina

Mike Lee, City of West Covina employee representative

Dawn Bastin, West Covina Unified School District

Fernando Oliveros, Community Development Commission of the County of
Los Angeles and County appointee

Luzmaria Chavez, County appointee and resident of City of West Covina

Mike Gregoryk, Vice — President of Mount San Antonio College

Executive Director Pasmant stated that the amount referred to by Mr. Johnson
are loans that are part of the ROPS discussion.

Philip Moreno, West Covina resident, stated his interest in the finances of the
City, expressed concerns with lack of information available to the public
including the lack of the meeting being posted of the City’s website calendar.
Asked that a press release be issued when there are resolutions to discussed
issues.

IV. CONSENT AGENDA:
No items on the consent calendar.

V.  BUSINESS ITEM(S):

A. - Review of the Schedule of Distribution of Future Tax Revenues (also known
as Recognized Obligation payment Schedules “ROPS”) Covering the Period
of July 1, 2012 through December 31, 2012

Item introduced by Chairman Oliveros. Staff report presented by Successor
Agency staff Chung. Mr. Chung announced one correction to the ROPS
attachment, line item number 22, sixth sentence in parenthesis should read (items
20 and 21 above) instead of (items 21 and 22 above).

Board Member Touhey commented on the Public Records Act request he made of
the County at the previous meeting. Board Member Gregoryk stated he does not
have a copy of the documents being referred to.

Board Members engaged into discussion regarding enforceable agreements as
listed on the ROPS.

County Counsel addressed provisions of the AB1X26 legislation. Discussion
followed regarding interpretation of the legislation language and the validity of
the agreements between the former redevelopment agency and other agencies.
Successor Agency Counsel Alvarez-Glasman also address the legislation.

Following discussion of various ROPS line items, the following motion was
made:
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Motion by Gregoryk and seconded by Touhey to approve the Recognized
Obligation Payment Schedules (ROPS) for the period of July 1, 2012 through
December 31, 2012 with the caveat that the Board has the privilege to add and
remove items.
Motion carried 5-1 (Oliveros - No)
VI. STUDY SESSION

No Items

VII. BOARD MEMBERS' COMMENTS
Chairman Oliveros thanked the Successor Agency staff, County counsel and the City
Attorney’s office for their opinions. Chairman Oliveros invited the public to participate

in the process.

Board Member Touhey requested the Successor Agency staff make copies of the
documents he received from the County, regarding his Public Records Act request, for all
members of the board.

Board Member Gregoryk echoed Chairman Oliveros comments and the openness allowed
with the Board.

VIII. CLOSED SESSION

No Items

IX. ADJOURNMENT

Motion by Touhey and second by Gregoryk to adjourn the meeting at 5:53 p.m.

Submitted by

Oversight Board Secretary
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OVERSIGHT BOARD 1o THE SUCCESSOR AGENCY AGENDA REPORT

OF THE WEST COVINA REDEVELOPMENT AGENCY  TItemNo. V-A
Date: July 5, 2012

TO: Chairman and Members of the Oversight Board to the Successor Agency
of the West Covina Redevelopment Agency

FROM: Andrew G. Pasmant, City Manager/Executive Director
BY: Thomas Bachman, Finance Director

Christopher J. Chung, Successor Agency Staff Member

SUBJECT: UPDATE OF THE STATE OF CALIFORNIA DEPARTMENT OF
FINANCE APPROVALS/DENIALS OF SCHEDULES OF
DISTRIBUTION OF FUTURE TAX REVENUES (ALSO
KNOWN AS THE RECOGNIZED OBLIGATION PAYMENT
SCHEDULES “ROPS”)

RECOMMENDATION:

This is an informational item only. No action is required.

PURPOSE:

Staff will provide an update on the State of California Department of Finance’s (“DOF”)
approval and denial of items contained within the Schedules of Distribution of Future Tax
Revenues (also known as the Recognized Obligation Payment Schedules “ROPS”) for the
period of January 1, 2012 through June 30, 2012 and July 1, 2012 through December 31,
2012.

T

DISCUSSION:

On April 19, 2012, the Over Sight Board to the Successor Agency of the West Covina
Redevelopment Agency approved Resolution No. OB-0005, approving the ROPS for the period
January 1, 2012 through June 30, 2012 and Resolution No. OB-0006, approving the ROPS
for the period July 1, 2012 through December 31, 2012.

On April 24, 2012, Successor Agency staff submitted the approved ROPS to the County
Auditor, State Controller’s Office and DOF. DOF requested supporting documentation on
several items and blanket denied such enforceable obligations in question. Staff provided DOF
with the requested information and on May 31, 2012, DOF issued a letter that superseded all
previously approvals and denials.
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The DOF May 31, 2012 letter is attached as Attachment No.1. For the ROPS for the period of
January through June 2012, DOF disqualified Line Item 15 (Housing Set Aside) and Line Items
21 through 25 (loans payable to the City of West Covina totaling $60.9 million). In addition,
DOF limited the maximum administrative cost allowance at $292,805, which is five percent of
the property tax allocated to the West Covina Successor Agency in January through June.

For the ROPS for the period of July through December 2012 (Attachment No. 2), DOF
disqualified Line Item 14 (County Tax Collection Services) and Line Items 20 through 23
(loans payable to the City of West Covina totaling $52.2 million). DOF indicated that the
County Tax Collection Services is paid prior to distribution of ROPS. In addition, DOF limited
the maximum administrative cost allowance at $250,000.

In response to DOF’s May 31, 2012 letter (Attachment No. 3), Successor Agency staff sent a
letter, dated June 19, 2012 (Attachment No. 2) to DOF requesting re-consideration of the items_
DOF denied and further requested clarification on DOF’s calculation on the maximum
administrative cost allowance. To date, no response has occurred.

Prepared By:

A

56 Christopher4. Churfg
Finance Director CDC Director

Attachments: Attachment No. 1 —May 21, 2012 DOF Letter

) Attachment No. 2 — Jan. — June 2012 Schedule of DOF Approved ROPS
Attachment No. 3 — Jul. — Dec. 2012 Schedule of DOF Approved ROPS
Attachment No. 4 — June 19, 2012 City Letter to DOF ’
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ATTACHMENT NGO. 1

EbMUMD 6. BROWN JR, » BOVERNDR
915 L BTREET B HACRAMENTO (CA 8l 958 14-3706 8 WWW.DDF.Os. B0V

May 31, 2012

Dennis :Swink, City Controller
City of West-Covina

1444 West Garvey.Avenue
‘West Covina, CA-91780 -

Dear'Mr. Swink:
_;Subject Recogmzed Obhgatlon Payment: Schedule Approval Letter

. ;-F’ursuant to: Health and Safety Code (HSC) sectlon 34177, (I) {2} (C), the City of* West Covina
Successor.Agency-submitted: Recognized Obligation: Payment Schedules (ROPS)to the
California Department of Finance: {Finance).on April 24, 2012 for the- periods.Januaryto June
2012 and July to December 2012, ‘Finance is -assuming appropnate oversight-board-approval.
Finance has: completed its review: of yourROPS, which may have: included obtaining
clarification for various. ltems

This letter supersedes Finance’s letter dated-May .3, 2012 wherein-we questioned certain line
items..:Except forthe fullowing ltems:disallowed in whole or:in ‘part as enforceable obligations,
‘Finance is approving ~the-'r.ema'ining'-Items.--listedfin your ROPS for both periods.

HSC:section 34171 {d) hsts enforceable obligation (EQ) characteristics. ‘Based-on a sample of
line items reviewed and application of the' law, the'following do not qualify as EOs:

January to June 2012 ROPS:

¢ Lineitem 15 — Housing Set Aside in the amount of $1.8 million. The requirementto set
aside 20 percent of redevelopment:agency (RDA) tax increment for low and moderate
income housing purpeses ended with the passing of the redevelopment dissolution
legislation, :HSC section 34177 (d) requires that all unencumbered balances in the Low
-and Moderate :Income Housing Fund:be remitted'to the county auditor. controller for
distribution- to the taxing entities.

o Lineitems 21though 25 —Loans payabie 1o the City of West. Covma totaling $60.9
million. HSC:section 34171 {(d) (2) states that agreements, contracts, or arrangements
‘between the city that created the RDA and the former RDA are not enforceable unless
the loan agreements were entered Into-within the first two years of the date of the
creation of the RDA,

o Administrative cost claimed exceeds allowance by $1:6 million, HSC section 34171.(b)
limits the 2011-12 administrative-cost allowance to five percent of the property tax
allocated to the successor agency or $250,000, whichever-is greater. Five percent of
the property tax allqcated 1o West Covina Successor Agency in January through June




Mr. Swink
May 31, 2012
Page 2

2012 js approximately $292,805 and is therefore the maximum adm:nlstratlve cosl
allowance.

July to December 2012 ROPS:

« Line item 14 — County Tax Collection Services in the amount of $9.1 million. The county
auditor deducts the collection fees prior to disbursement of the tax allocation funds.

o Line items 20 through 23 - Loans payable to the City of West Covina totaling $52.2
million. HSC section 34171 (d) (2) states that agreements, contracts, or arrangements
between the city that created RDA and the former RDA .are not enforceable unless the
loan agreements were entered into within the first two-years of the date of the creation of
the:RDA, :

» Administrative cost claimed exceeds allowance by $1.1 million. HSC section 34171 (b)
limits the 2012-13 administrative- cost allowance io three percent.of the property tax
-allocated to the successor agency or $250,000, whichever is greater. Three percent of
the;property-tax allocated o West :‘Covira Successor-Agency:in July through December
20121 approxnmately $161,247. Therefore the administrative cost. ailcwance is.
~$250,000. -

Thxs is-our determination with- respeot 1o any items funded from the Redevelopment Property
Tax Trust Fund (RPTTF).for the June 1, 2012 property tax allocations. If your oversight board
disagrees with our determination with respect to any'items not funded with property tax, any
future resolution 6f the- d;sputed Issue may be accommodated by amending the ROPS for the
appropriate time period. ‘ltems not questioned during this review are subject fo.a subsequent
review, if they are included on.a future ROPS. f an’item included -on-a future ‘ROPS is not an
»enforceable gbligation, Finance reserves he- right to.remave that item from the future ROPS,
even if it was not removed from the preceding ROPS.

Please refer toExhibit 12 at:ittpJ/www.dof.ca.gov/assembly bills _26-27/view.php for the
amount of RPTTF that was approved by Fihance based on the schedule submitted.

As you are-aware the amount of available RPTTF is the same as the property tax increment that
was available prior to ABx1 26. This amount is not and.never was an unlimited funding source.
Therefore as & practical matter, the ability to fund the items on the ROPS with property tax is
limited to the amount of funding available in.the RPTTF.

Please direct inquiries to Evelyn Suess, Supervisor or Michael Barr, Lead Analyst at
(916) 322-2985.

Slncere!y,

e MUY

MARK-HILL -
Program Budget Manager

cc:  Mr. Thomas Bachman, Assistant City'Manager/Finance Director, City of West Covina
Ms. Kristina Burns, Program Specialist lll, Los Angeles County
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ATTACHMENT NO. 4

" City Manager’s
Office

June 19, 2012

VIA U.S. MAIL AND E-MAIL [Redevelopment Administration@dof.ca.gov]

Mark Hill, Program Budget Manager
California State Department of Finance
915 L Street

Sacramento, CA 95814-3706

RE: ' Department of Finance Comments on West Covina ROPS
Dear Mr. Hill:

The Successor Agency of the City of West Covina (“Successor Agency™) is in receipt of
‘your letter dated May 31, 2012 wherein you listed items that in the opinion of the Department of
Finance (“DOF”) do not qualify as enforceable obligations. By way of this letter, the Successor
‘Agency concurs with some of the DOF’s findings, but strongly disputes other determinations
made by the DOF. In addition, the Successor Agency offers additional information that should
help clarify the Successor Agency’s proper and lawful reporting of such items as enforceable

obligations.

In addition to this letter, the Successor Agency would appreciate the opportunity to speak
with representatives of the DOF at an in-person meeting at the Department’s Sacramento office.
Accordingly, please consider this letter a formal request for such an in-person meeting.

THE SUCCESSOR AGENCY CONCURS WITH DOF
REGARDING HOUSING SET ASIDE

The Successor Agency concurs with the DOF’s determination regarding the Housing Set
Aside in the amount of $1.8 million, listed as line item 15 on the January through June 2012
Recognized Obligations Payment Schedule (“ROPS”). The Successor Agency acknowledges
that this obligation is eliminated with the dissolution of redevelopment agencies. Since this
ROPS covered January through June 2012, this amount was included to represent the 20% of tax
increment that was received by the former Redevelopment Agency (“Former RDA” or “RDA”)
in January 2012 and deposited into the housing fund. This obligation will not be included on any
future ROPS. It should be noted that while the Successor Agency does not currently challenge
the position of the DOF on this issue, the Successor Agency reserves its right to make claims on
these amounts in the event that legislation is adopted which authorizes the retention of Housing

Set Aside funds by local agencies.

1444 West Garvey Avenue » West Covina * CA 91790 + Phone (626) 939-8401 « Fax (626) 939-8406
e Recipient of Los Angeles County’s Most Business Friendly City Award 2011-12 »




Mark Hill, Program Budget Manager, DOF
Re: City of West Covina ROPS

June 19, 2012

Page 2 of 7

THE CITY-FORMER RDA NOTES AND THE SALES TAX AGREEMENTS
ARE PROPERLY LISTED ON THE ROPS

¢ Funding Agreement, Capital Improvement Projects Agreement, and Revolving
Loan Agreement

The Successor Agency strongly disagrees with the DOF’s determination that the City-
Former RDA notes, listed as line items 21 through 23 (on the January to June, 2012 ROPS) and
line items 20 through 22 (on the July to December, 2012 ROPS) are not enforceable obligations.

These notes were lawfully entered into by and between the Former RDA and the City, as
a loan by the City to help establish the RDA. On August 9, 1971, the same date that the Former
RDA was created, the City also established a Community Redevelopment Agency
Administrative Fund to fund administrative expenses and overhead of the RDA.! On February
28, 1972, both the City and the Former RDA approved a Funding Agreement (line items 21
and 20, respectively) which provided that the City would deposit funds into the Community
Redevelopment Agency Administrative Fund for use in defraying administrative expenses and
overhead costs of the RDA. The Agreement provided that any deposits from the City to the
RDA shall constitute a loan from the City to the RDA and not a grant, with repayment to be
prescribed by the City Council from funds available to the RDA. Advances and repayments
were made as funding became available until July 14, 1986, at which time the City and the RDA
set repayment schedule to begin on July 1, 1991.

The Funding Agreement approved on February 28, 1972 was amended in 1976 to include
Capital Improvement Projects (line items 22 and 21, respectively). A payment schedule of
this loan was established and commenced on July 1, 1991.> On December 10, 1990, the
repayment schedule was modified and consolidated with the Revolving Loan Agreement
between the City and the RDA (line items 23 and 22, respectively). The Revolving Loan
Agreement was for an initial $815,500 for the purchase of properties in the CBD Project Area
(Fashion Plaza).* An additional amount of $3 million was later appropriated to the Revolving
Loan in 1986, with repayment of the newtotal amount of $3,815,500 to commence on July 1,
1990.°  After the Revolving Loan Agreement was modified and consolidated with the
Administrative Loan (items 21 and 22 above), the. payments began on July 1, 1991 and are
continuing per the repayment schedule® with a final maturity in 2025.

First and foremost, all three of these agreements fall squarely within the bounds of Health
& Safety Code § 34171(d)(1)(E), which includes within the definition of “enforceable

! City Resolution No. 4424,

2 City Resolution No. 7226, RDA Resolution No. 344,
*Id.

¢ City Resolution No. 7135.

5 City Resolution No. 7180.

% Later modified in 2008.



Mark Hill, Program Budget Manager, DOF
Re: City of West Covina ROPS

June 19, 2012

Page 3 of 7

obligation” “/a]ny legally binding and enforceable agreement or contract that is not otherwise
void as violating the debt limit or public policy.” These notes are legally binding and
enforceable, and violate neither the constitutional debt limit nor public policy. Rather, these
agreements fostered the formation of the Former RDA, which furthered the State’s stated interest
in eliminating blight through the formation of redevelopment agencies. (H&S § 33131(a); City of
Cerritos v. Cerritos Taxpayers Ass’n (2010) 183 Cal.App.4th 1417, 1424.) Accordingly, by
approving these three agreements, the City was lawfully pledging revenues towards the
formation of the Former RDA, and the DOF must find that these agreements constitute
enforceable obligations.

Second, as noted above, the Funding Agreement was lawfully entered into between the
City and the Former RDA on February 28, 1972, approximately six months after the Former
RDA was formed on August 9, 1971. Accordingly, the Funding Agreement falls squarely within
California Health & Safety Code section 34171(d)(2), which states:

“[L]oan' agreements entered into between the redevelopment agency and the city, county,
or city and county that created it, within two years of the date of creation of the
redevelopment agency, may be deemed to be enforceable obligations.” (emphasis
added). ‘

As such, the DOF’s position that the Funding Agreement is not an enforceable obligation is
wrong, based on the clear language of section 34171(d)(2). The DOF was aware of the date of
the Funding Agreement, since the Successor Agency provided DOF with resolutions, staff
reports, and loan agreements in response to DOF’s previous inquiry for additional information on
these items. Those documents clearly demonstrated that the Funding Agreement was approved
approximately six months after the Former RDA and the Community Redevelopment Agency
Administrative Fund were created. The DOF’s determination is in direct conflict with the law
and with the information that was provided by the Successor Agency to DOF in support of this
loan as an enforceable obligation.

Moreover, the DOF must reverse its position on these three agreements based on the
legislative intent found in AB1x 26. For instance, the Legislature expressly announced its
intention to honor pledges of revenues associated with the enforceable obligations of the former

RDAs in Health & Safety Code section 34175(a):

“It is the intent of this part that pledges of revenues associated with enforceable
obligations of the former redevelopment agencies are fo be honored. 1t is intended that
the cessation of any redevelopment agency shall not affect either the pledge, the legal
existence of that pledge, or the stream of revenues available to meet that pledge
(Emphasis added.)

Interpreting AB1x 26 so as to remove these loan agreements from the ROPS would run counter
to the entire legislative framework of AB1x 26, and would expose the City to serious financial
risk. Importantly, the revenue stream flowing to the City was guaranteed by the Former RDA



Mark Hill, Program Budget Manager, DOF
Re: City of West Covina ROPS

June 19, 2012

Page 4 of 7

when the loan agreements were approved. In the event DOF removes these loan agreements
from the ROPS, the City will be deprived of its pledge of revenues at the time the Former RDA
was created. The DOF’s position completely thwarts the expressed legislative intent of
ABI1x 26: to protect the City’s pledges of revenue.

Moreover, the DOF’s determination contradicts the clear legislative intent of AB1x 26,
expressed in Health & Safety Code section 34167(a):

“This part is intended to preserve, to the maximum extent possible, the revenues and
assets of redevelopment agencies so that those assets and revenues that are not needed to
pay for enforceable obligations may be used by local governments to fund core
governmental services including police and fire protection services and schools. ... All
provisions of this part shall be construed as broadly as possible to support this intent and
to restrict the expenditure of funds to the fullest extent possible.” (emphasis added).

If DOF does not reverse its determination, the City will experience a sudden and catastrophic
elimination of 75% of the City’s General Fund reserve, which was the source of funding for
those loans. The DOF’s determination, if upheld, would seriously jeopardize the City’s
“core governmental services” AB1x 26 was intended to protect “to the maximum extent
possible.”

Lastly, the effect of the DOF’s determination, if upheld, would unconstitutionally impair
a contract that has been in effect for almost 40 years.” The Successor Agency also notes that all
of the challenged agreements were regularly submitted on the former RDA’s annual Statement of
Indebtedness, and that the agreements were never disputed or questioned by either the State or
County of Los Angeles Auditor-Controller’s office. Thus, DOF is taking a position that
contradicts the implicit approval by the County Auditor-Controller’s office by their prior
allocation of tax increment funds for these agreements. Based on the foregoing, the Successor
Agency demands a reversal of DOF’s determination that the above-referenced agreements are
not enforceable obligations.

e 1989 Sales Tax Reimbursement Agreement

The Successor Agency also disagrees with DOF’s determination that the Sales Tax
Reimbursement Agreement, listed as line item 24 on the January to June, 2012 ROPS, is not an
enforceable obligation.

The 1989 Reimbursement Agreement is an enforceable obligation established and entered
into in conjunction with the 1989 Reimbursement Agreement and Cooperative Agreement
between the CDC and the City as part of a 1990 Community Facilities District (“CFD”) bond

7 See U.S. CONST. ART. I, § 10; CAL. CONST. ART. I, § 9; see also Fourth La Costa Condominium Owners Ass’n v.
Seith (2008) 159 Cal.App.4th 299 (obligations of contract are unconstitutionally impaired by a law which renders
them invalid, or releases or extinguishes them); Goodman v. Riverside County (1983) 190 Cal.App.3d 900.
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issuance. City sales and uses taxes generated above a base amount in the 1990 CFD was pledged
as security for the bonds issued in 1990 and refinanced in 1996. Under the 1989 Cooperative
Agreement, the City was required to, among other things, credit the Former RDA sales and use
taxes that would have been collected by the City through the adoption of City Ordinance No.
1818. As part of the City’s agreement to credit the RDA future sales and use taxes, the City and
RDA entered into the Agreement Regarding Reimbursement of Sales and Use Taxes and
Transfer of Appropriations Limit (the “1989 Reimbursement Agreement™). Under Section 1 of
the 1989 Reimbursement Agreement, the RDA agreed to reimburse the City sales and use taxes
credited or otherwise pledged under the Owner Participation Agreement and the 1990 Bonds.
This language requires the Former RDA to reimburse the City for all amounts received under the
sales and use tax shift/credit.

The 1989 Reimbursement Agreement was later clarified by the City and the Former RDA
in 2005 through the adoption of an amendment for the purpose of clarifying reimbursement
under the 1989 Reimbursement Agreement. The 2005 clarification required the RDA to
reimburse the City advances of past and future sales tax revenues generated in the Community
Facilities District that were pledged and used to pay debt service on the 1996 CFD bonds, which
expires with the final maturity of the bonds in 2025.

The 1989 Sales Tax Reimbursement Agreément is precisely the type of enforceable
obligation intended to be honored by the State Legislature under AB1x 26. First, Health &
Section 34171(d)(1)(B) defines one type of enforceable obligation as “/lJoans of moneys
borrowed by the redevelopment agency for a lawful purpose, to the extent ‘they are legally
required to be repaid pursuant to a required repayment schedule or other mandatory loan
terms.” (emphasis added). The 2005 Agreement falls squarely within this definition and the
DOF must reverse its determination.

Second, Section 34171(d)(1)(E), discussed above, defines another type of enforceable
obligation as “/aJny legally binding and enforceable agreement or contract that is not otherwise
void as violating the debt limit or public policy.” Similar to the City’s Notes, the 1989 Sales Tax
Reimbursement Agreement is legally binding and enforceable, and does not violate either the
constitutional debt limit or public policy. Rather, the 1989 Sales Tax Reimbursement Agreement
fostered the formation of the Former RDA, which furthered the States stated interest in
eliminating blight through the formation of redevelopment agencies. Accordingly, the DOF
must find that the 1989 Sales Tax Reimbursement Agreement constitutes an enforceable

obligation.

Third, DOF’s position that the 1989 Sales Tax Reimbursement Agreement is not an
enforceable obligation is wrong, based on the clear language of section 34171(d)(2). Section
34171(d)(2) expressly authorizes and recognizes obligations between a city and its
redevelopment agency when the written agreements were entered into between the city and

¥ City Resolution No. 2005-50, and RDA Resolution No. 582.
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agency at the time of issuance of the indebtedness obligation (but not no later than December 31,
2010). ‘

The 1989 Sales Tax Reimbursement Agreement meets the criteria for an enforceable
obligation under section 34171(d)(2), since (1) the debt was created at the time of the
indebtedness obligation and was a prerequisite and indispensible component of the financing of
the 1990 CFD, without which, the bond issuance could not have gone forward; (2) the City
legitimately transferred funds in connection with a bond transaction that was necessary and a
condition precedent to the issuance of the bonds; (3) the City funds went towards legitimate
redevelopment purposes; and (4) the Agreement was entered many years prior to the enactment
of ABIx 26 and demonstrates a legitimate, arms-length transaction between the City and the
Former RDA. Thus, the 1989 Sales Tax Reimbursement Agreement clearly falls within the
exception set forth under Section 34171(d)(2) of the California Health and Safety Code and
should be recognized by the DOF.

Lastly, based on the authorities referenced above, the DOF’s determination
unconstitutionally impairs a valid, arms-length contract that complied with all legal requirements
in existence at the time of execution. As such, the Successor Agency demands a reversal of
DOF’s determination that the 2005 Agreement is not an enforceable obligation.

THE SUCCESSOR AGENCY REQUESTS CLARIFICATION REGARDING DOF’S
DETERMINATION ON ADMINISTRATIVE COSTS (JANUARY TO JUNE, 2012 ROPS
AND JULY TO DECEMBER 2012 ROPS)

The Successor Agency concurs with the DOF’s finding that the administrative costs
claimed exceed the allowance of five percent of property tax allocated to the Successor Agency
or $250,000, whichever is greater, in the January to June period, and the three percent in the
second period, and that the Successor Agency will only be allocated amounts for administrative
costs based on those calculations

However, the Successor Agency requests clarification on which items DOF viewed
as administrative costs, since only items 18 and 19 on the January through June ROPS, and
items 17 and 18 on the July through December ROPS, should be considered administrative
costs. All other items on the ROPS are for enforceable obligations that should not be considered
administrative costs. In particular, the City has serious concerns that the Successor Agency’s
ongoing litigation costs have been eliminated, since a failure by the DOF to recognize these
legitimate costs will seriously harm the City, and again, contradicts the clear legislative intent of
AB1x 26 (See H & S Code § 34167(a), discussed above.) The Successor Agency has a clear
duty to defend the Agency’s actions (both past, present and future) in litigation and the DOF
must recognize such costs as enforceable obligations that must be funded.

THE SUCCESSOR AGENCY CONCURS WITH THE DOF
REGARDING COUNTY TAX COLLECTION SERVICES
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The Successor Agency also concurs with the DOF’s finding regarding line item 14 on the
July through December, 2012 ROPS, and acknowledges that the County auditor will collect tax
collection services fees prior to disbursement of tax allocation funds.

CONCLUSION

In closing, the Successor Agency would appreciate the opportunity to speak with
representatives of the DOF at an in-person meeting at the Department’s Sacramento office.
Accordingly, please consider this letter a formal request for such a meeting. Successor Agency
staff members are available to review any of these items with DOF staff. Please contact Tom
Bachman, Assistant City Manager/Finance Director at (626) 939-8449 or
thomas.bachman@westcovina.org if you need further information regarding any of these items.
We look forward to resolving these issues with you in the very near future.

Sincerely,

N

Andrew G. Pasmant
Executive Director / City Manager

CC: Arnold M. Alvarez-Glasman, City Attomey
Tom Bachman, Assistant City Manager/Finance Director
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TO: ‘ Chairman and Members of the Oversight Board to the Successor Agency

of the West Covina Redevelopment Agency
FROM: Andrew G. Pasmant, City Manager/Executive Director
BY: Christopher J. Chung, Successor Agency Staff Member
SUBJECT: ' ASSEMBLY BILL 1484 (AB 1484)
RECOMMENDATION:

. This is an, inforrr;:éitional 'item only. No action is required.

~ PURPOSE:

To discuss recently passed legislation that affects the roles and responsibilities of the Oversight
Board and Successor Agency.

DISCUSSION:

On June 26, 2012, the Legislature approved AB 1484 as part of a budget trailer bill. The bill
became law upon s'i_gnature of the Governor on June 27, 2012.

AB 1484 was passed only a day after the written text was publicly published. Due to the fast
track approval process of the new bill, Successor Agency staff and Legal Counsel have not had
the opportunity to complete a full analysis and dissemination of the new bill and therefore cannot
provide any detailed summary of the new bill and an explanation of how it impacts the Successor
Agency and Oversight Board. Therefore staff hesitates to offer any opinion or interpretation of
the new bill within this report.

Staff attached the Senate Committee on Budget Summary (Attachment No. 1). The report was
prepared by the Senate Committee on Budget and summarizes the new law; however it may not
highlight or include every important aspect of the new bill. Staff noticed that the summary did
not include mention of the $10,000 penalty per day imposed on the Successor Agency for not
submitting ROPS (approved by the Oversight Board) by the deadlines contained in the new bill.
As a result, please be aware that the summary is the opinion of the Senate Committee on Budget
and that the new bill may have other interpretations and/or impacts not known, disclosed and/or.
discussed. :

Attachment No. 2 is AB 1484 as submitted. The ‘bold italicized language has been added and
bold strikeout (example) language has been eliminated.
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W Approved via Telephone

Christophér J. Ch}u{g ﬂ Arnold M. Alvarez-Glasman
CDC Director Successor Agency Legal Counsel
ATTACHMENTS:

Attachment No. 1:  Summary prepared by Committee on Budget
Attachment No. 2:  Assembly Bill 1484 as submitted
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ATTACHMENT NO. 1

SENATE COMMITTEE ON BUDGET AND PESCAL REVIEW
Mark Lens, Chair : :

Bill No: AB 1484
Avthory Committee on Budget
As Amended: June 25, 2012
~ Consultant; Mark Ibele
. Fiscak Yes
Hearing Date: June 26, 2012

Subject: Budget Act of 2012: Redevelopment

Snummary:" This bill addresses numerous issues related to the dissolution of redevelopment
agencies (RDAs) and related matters necessary for the implementation of the Budget Act of 2012.
- The bill contains measures necessary 10 achieve GF solutions of approximately $3.1 billion in the
budget year.

Background: As part of the 201 1-12‘budgef agreement, the Legislature took action to eliminate
RDAs in AB 26 X1, Statutes of 2011 (Blumenfield) and institute a new alternative voluntary
redevelopment program in AB 27 X1, Statutes of 2011 (Blumenfield). By virtue of AB 27X1,
RDAs could avoid elimination if the communities that formed them agreed to participate in the
alternative voluntary redevelopment program thiat called for them to remit annual- payments to K-
12 education. The California Redevelopment Association challenged the constitutionality of both
pieces of legislation. Afler an expedited review, the California Supreme Court released its Tuling
December 29, 2011, holding that both AB 26 X1 and AB 27 X1 were invalid. As aresult, RDAs -

_ were dissolved as of February 1, 2012, with their affairs to be vesolved by successor agencies
(SAs), including the disposal of former RDA assets, Under current law, the elimination of RDAs
will result in property tax revenues being used to pay required payments on existing bonds and
other obligations, make pass-through payments to local governments, with remajning property tax
revemies to be allogated to cities, counties, special districts and school and community college "
districts. The budget assumes that approximateb( $1.7 billion will be received by K-14 education
and serve to offset the state's Prop 98 General Fund obligation, with an additional $1.4 billion to
be 1eceived from freéd-up former RDA cash and cash-equivalent assets during the budget year,

Propesed Law: This bill is the redevelopment trailer bill for the 2012-13 Budget. It clarifies
certain matters associated with the dissolution of RDAs and addresses substantive issues related
to administrative processes, affordable housing activities, repayment of Joans from communities,
use of existing bond proceeds, and the disposition or retention of former RDA assets, In addition,
the bill includes a variety of medsures designed to enhance compliance with current Jaw. The bill
contains the following provisions:

1. Property Assets, Lioans and Bond Proceeds. The legislation allosws SAs that have.

received a “finding of completion” (FOC) from the Department of Finance (DOF)
 additional discretion regarding former RDA real property assets, loan repayments to the

Jocal government community that formed the RDA (RDA communities) and use of
proceeds from bonds issued by the former RDA. The FOC requires that amounts due
with respect to cash and cash-equivalent assets, property tax allocations and pass-through
payment amounts are paid, as discussed below. The FOCis an indjcation that all
amounts determined to be due from the former RDA or the SA have been paid and
satisfied. SAs inreceipt of a FOC will be allowed to:
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a. Retain non-governmental physical assets in a separate trust until DOF has
approved & long-range property management plan, The plan must be submitted
to the oversight board, (OB) and DOT no more than six months after the FOC has
been issued and be based on an invehtor y of assets including: purpose of
acquisition; legal description; estimate of current value; estimate of derived
annual income; environmental history; potential transit-related use; and history of
development pr oposals, The plan must also address the use or disposition of all

the properties in the trust, including: retention for future development; sale of
property; or use of property to fulf I an enforceable obligation (EO).

b. Include as EOs legitimate loans between' the former RDA and the RDA
community, subject to approval of the OB, Interest on the loan would be
calculated at the Local Agency Investment rate, repaid beginning 2013-14 over a
reasonable number of years, Wwith repayment limited to amount equal to half the
growth over the 2012-13 property tax allocated to local governments, These
repayments would be subordinated to loan repayments to the Low and Moderate
Income Housing Fund (LMIHF) 'md subyeot to a 20 nelcent set-aside for
affoxdable housmg e 7 .

X
)

¢ Use certain ex1stmg ploceeds stemming from bonds issued by the former RDA
on or before December 31, 2010 for pur poses for which the bonds were sold. If
remaining bond proceeds cannof be spent in a manner consistent with the bond
covenant, the proceeds would be used to defease the bond.

2. Bond Issuance. The legislation refines the circumstances under which refunding or
other types of refinancing bonds to be issued by the SA would be allowed. These
refinements include limitations and restrictions regarding: principal amourit of debt;
payment acceleration or restructuring; total mterest costs; and amount of property taxes
pledged as security, The bill states that certain bond issuances may be subject to local
government apploval or agreements regarding subordination and are SUbJ ect to OB
approval and review by DOF. Under the legislation, SAs may seek a waiver from DOF

. ofthe two-year statute of limitations that would generally apply.

3. Housing Successor Assets, The..b“,xll requires that a listing of housing assets be submijtted

to DOF by August 1, 2012, with such assets to include those transferred between
. February 1, 2012 and the'submission date of the listing. The bill requires that DOF-

review and object to any asset or transfer, with any objections potentially subject to a
meet and confer resolution process. Assels transferred to the housing successor entity are
to be used for affordable housing activities, while disallowed assets would go to the SA -
for disposal or retention pursuant to an approved property management plan, The bill
indicates that housing assets includes:

a, Real and personal property acquired for low and moderate income housmg with
any source of funds. :

b. Funds enoumbered by an enforceable obligation to build or acquire low and
moderate income housing

¢, Loans or glant recelvables funded from the LMIHF from homebuyers,
homeowners, developers, or Other parti€s:




4,

7.

d. Funds derived from rents or operation of properties acquired for low and
* moderate income housing purposes by other parties financed with any source of‘
funids.
it
e. Streams of rents or other payments from low and moderate income housing
ﬁnanced with any source of funds.

PR

f. Repayments of loans or deferrals owed to the LMIHF,

g. Certain other properties deemed at'the OBs discretion to be housing assets, such
as mixed use developments that contrlbute to community value or benefit local
governments.

Housing Fund Loans and Bonds. The bill allows repayment of loans made from the
LMIHF, which repayments could begin in 2013-14, but would be limited to one-half of
the annual growth over.the 2012-13 level in property taxes distributed to local
governments. These repayments would take prlonty over loan repayments to RDA
commumtles (20 percent of those latter loan repayments.are to be set aside for affordable
housing activities), The housing successor may use certain bond proceeds derived from
bonds issued before January 1, 2011, and secured by the LMIHF, for affordable housmg

projects.

Validation Actions. Under the legislation, the two-year time limit for validation actions
related to findings determinations of a former RDA, redevelopment bonds and similar
financings, and various related redevelopment plans and efforts, would be tolled until
DOF has issued a FOC. The two-year limit would not apply once the FOC l}as been
issued by DOF.,

Assets and Transfers, The legislation directs the Controller to examine asset transfers
that occurred after January 31, 2012. The bill directs each SA to retain d licensed
accountant to conduct a due diligence review (DDR), or arrange for an audit by the
county-auditor controller, of unobligated cash or cash equivalent balances that would be
available for transfér to local governments. The review must include value of assets
previously transferred fiom either the former RDA or tlis SA and the entity to which such
assets were transferred, DOF may adjust amounts available for distribution to local
governments and must.provide an explanation for any adjustment. The SA may request a
meet and confer resolution process for any disputed amounts. The SA is required to
transfer determined amounts to the county auditor-controller and report such amounts to
DOF, Assets identified for transfer but not transferred could be subject to offset in an
amount equivalent to asset value (as discussed further below)., The DDR must:

a. Reconcile assets, balances and liabilities of the SA with amounts previously
reported to the Controller, . .

b. Specify total funds, including the LMIHF, identified for distribution to local -
governments aﬁer subtracting restricted amounts and non-cash items,

c Indlcate the asset sum avallable fm dlstrlbuuon to local governments.
d. Be submitted to the OB, the county auditor- contxo]ler and DOF for review.
Property Tax Allecations. The bill specifies that if the former RDA or SA did not pay

property tax or certain pass-through payments due to local governments for the 2011-12
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fiscal year, or these amounts were not remitted by the county auditor controller, such
amounts will be offset (as discussed further below) through future reductions in property -
tax allocations, from available SA reserves or other funds, by reductions in sales taxes
allocable to the county, or by other means as appropriate. The bill requires the county -
auditot-controller to provide a report to DOF for each SA regarding the distribution that
includes the total funds available for allocation, the pass-through amounts, the amounts -
distributed to SAs, and the amounts distributed to local governments. The bill makes no
changes in the current treatment of pass-through amounts, and expresses the intent that
full payment of pass-through amounts are to be made,

Offsets for Unpaid Amounts. Under the bill, if amounts due fo local governments
pursuant to the DDR, prior property tax allocations, and pass-through payinents are not
remitted, these amounts may be recovered, as appropriate, by actions directed to the
entity to which the funds were transferred, the RDA community or the SA. These actions
could include an offset of either sales and use tax or property tax allocations, or legal
actions against any third party in receipt of the funds, Offsets amounts found to be
unwarranted by a court would resfuit in a reimbursement of that amount or a reversal of
the offset, and a penalty imposed on the state,

Successor Agencies. The bill clarifies that SAs are local public entities separate from the
RDA community, and which succeed to the organizational status of the former RDA but
without redevelopment powers except those related to and necessary for the payment of
EOQs. Under the bill, SAs are required to provide an annual post-audit of SA financial
transactions, and when all RDA debt is retired, dispose of all assets, énd pass-through
payments and terminate. For SAs that do not have a FOC from DOF, assets are to be
disposed of with proceeds benefiting local governments,

Oversight Boards. The bill clarifies OB membership qualifications of the representative
of the former employees of the RDA. It provides that OB members are protected by the
immunities applicablé to public entities and actions are to be taken by resolution. The
bill allows OBs to contract for administrative support and specifies that OBs cannot

~ reestablish loan agreements between the SA and community.

11.

12,

Polanco Act Provisions, The legislation provides that existing clean-up plans and
liability limits authorized-under the Polanco Redevelopment Act shall be transferred to
the SA and may be transferred to the successor housing entity at the respective entity’s
request, aE '

RDA Communities. The bill would allow RDA communities that elected not to be the
SA to opt back in at a later date. It allows RDA communities to grant loans to the SA for
certain costs and be repaid out of administrative costs or the property tax increment, upon
approval of the OB. In-addition, the bill provides that RDA communities may use the
land use plans and functions of the RDA, provided that no new project areas or expanded

- boundaries of project areas are created or increase the amount of obligated property tax

13.

results,

Administrative Costs. The bill clarifies that the five percent limit on administrative
costs is based initially on the property tax alldcated for the Recognized Obligation
Payment Schedule’ (ROPS) and allows the OB to reduce this amount upon SA approval,
In addition, administrative costs would exclude certain litigation expenses and expenses
related to employees costs associated with project specific activities.
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14. Enforceable Obligations. The bill aliows for required bond reserves to be included as .
EOs, along with gosts associated with collective bargaining agreements for layoffs or
terminations, theransfer of employees to the housing successor entity, and repayments
of loans from thé LMIHF. It also specifies that once funding for an EQ is deleted or
reduced by DOF, the funding may not be restored except as agreed to through the meet
.and confer resolution process or pursuant to court order. The bill allows SAs to petition
DOF to provide written confirmatjon that its determination regarding an enforceable
obligation is final and conclusive

15. ROPS Timing and Repox ting Issues. The bill provides for certain changes regatdmg
filing and reporting requirements for ROPs, including; allowing SAs to amend the initial
Enforceable Obligation Payment Schedule (EOPS) to provide for continued payment of
EOs until the ROPS is approved by the OB and DOF; requiring the submission by SAs of
each ROPS to the county administrative officer, county auditor-controller, and DOF at
the same time it is submitted to the OB; specifying ROPS for the January 1, 2012 through
June 30, 2012 period are to include payments made or to be made by the f’on mer RDA
and SA fiom January 12012 and June 30, 2012; and directing SAs.to submit ROPS for

“the January 1, 2013 through June 30, 2013 period by September 1,2012, and to submit

_the OB-approved ROPS for the July 1, 2013 through December 31, 2013 to DOF and
county auditor-controller 90 days before the property tax distribution, Under the bil],

" DOF is provided 45 days to make its determination of the EOs on the ROPS and SAs are
given the ability fo request additional review and a meet and confer resolution process
with five days.

Other ROPS Issues. The bill specifies, if an SA that does not submit ROPS by the
deadlines, it may be fined or have its administrative cost allowance reduced and DOF
may direct the county-auditor controller withhold amounts for payments on EOs. .SAs
. must submit a copy of the ROPS to DOF in a manner provided by DOF. ‘The biil
indicates that if DOF reviews and eliminates or modifies any item approved by the OB,
DOF shall provide notice to the SA and the county auditor—controller as'to the reasons
for the action.

16

Severability. The bill states that if any provision of the act is held invalid, the invalidity
‘shall not affect'other provisions of the act which can be given effect without the invalid
provision, Thus, provisions of the act are severable,

17

18, Appropriation. The bill appropriates $22 million from the General Fund for allocation
by the Director of Finance, including an amount of up to $2 million for allocation by the
Administrative Office of the Courts to the Superior Court of California, Sacramento.

' Allocatlon of funds by the Director’of Finance shall be effective no sooner than 30 days
following after the director notifies the Joint Legislative Budgst Committee.

Fiscal Effect: Provisions of the bill are estimated to ensure the receipt of additional property tax
revenues by local governments, $3.2 billion of which would be received by local school districts
and provide corresponding General Fund relief. There would also be receipt of additional funds

and assets by local governments beginning in 2013-14, relative to current law. .

Support Unknown
Opposed Unknown
Comments: The legislation recognizes that the RDA dlSSO]uthl] actions adopted as part of the

2011-12 budget resulted in significant changes in and disruption to local governments’
-5




redevelopment activities. In addition, subsequent court actions and decisions have had

unintended impacts on timing of various payments and reporting requirements and the ability of

local governments to comply with the new law. The bill also acknowledges that there has been

evidence of noncompliance with the law by some entities, particularly with respect-to the |
scheduling of enforceable obligations to be made from property tax revenues and the transfer of . |
former RDA assets. .In view of this situation and these events, the legislation is intended to . |
clarify ambiguities, fill in areas of mcomp]eteness and reconcile various deadlines that have |
resulted from the 2011 legislation or are due to subsequent legal events. In addition to providing

a mechanism foi helping to ensure compliance with current law, the bill creates significant”

opportunities for local governments to be repaid for past financial commitments to

redevelopment, complete various projects, and lay out future development plans using the

substantial amount of real property and other assets acquired by the former RDA.




ATTACHMENT NO. 2

AMENDED IN SENATE JUNE 25, 2012

CALIFORNIA LEGISLATURE— 2011-2012 REGULAR SESSION

ASSEMBLY BILL No. 1484

Introduced by Committee on Budget (Blumenfield (Chair), Alejo, Boﬁilla, Brownley,
Buchanan, Butler, Cedillo, Chesbro, Dickinson, Feuer, Gordon, Huffman, Mitchell,
Monning, and Swanson)

January 10, 2012

i 8 ] 042—An act to amend Section 53760.1 of the
Govemment Code, and to amend Sectzons 33500, 33501, 34163, 34171, 34173, 34175, 34176,
34177, 34178, 34179, 34180, 34181, 34182, 34183, 34185, 34186, 34187, 34188, and 34189 of,
to add Sections 34167.10, 34177.3, 34177.5, 34178.8, 34179.5, 34179.6, 34179.7, 34179.8,
34182.5, 34183.5, 34189.1, 34189.2, and 34189.3 to, to add Chapter 9 (commencing with
Section 34191.1) to Part 1.85 of Division 24 of, and to add and repeal Section 34176.5 of, the
Health and Safety Code, relating to community redevelopment, and making an appropriation
therefor, to take effect immediately, bill related to the budget.

LEGISLATIVE COUNSEL'S DIGEST

AB 1484, as amended, Committee on Budget. Budget-Aet-of 2012-Community redevelopment.
The Community Redevelopment Law authorizes the establishment of redevelopment agencies
in communities to address the effects of blight, and, among other things, provides that an
action may be brought to review the validity of specified agency actions, findings, or
determinations that occurred after January 1, 2011, within 2 years of the triggering event.

This bill would toll the time limit for bringing an action until the Department of Finance
issues a finding of completion to the successor agency.

Existing law dissolved redevelopment agencies and community development agencies, as of
February 1, 2012, and provides for the designation of successor agencies, as defined. Existing
law requires successor agencies to wind down the affairs of the dissolved redevelopment

Page 1




agencies and to, among other things, make payments due for enforceable obligations, as
defined, perform obligations required pursuant to any enforceable obligation, dispose of all
assets of the former redevelopment agency, and to remit unencumbered balances of
redevelopment agency funds, including housing funds, to the county auditor-controller for
distribution to taxing entities.

Existing law authorizes the city, county, or city and county that authorized the creation of a
redevelopment agency to retain the housing assets, functions, and powers previously
performed by the redevelopment agency, excluding amounts on deposit in the Low and
Moderate Income Housing Fund.

The bill would modify provisions relating to the transfer of housing responsibilities associated
with dissolved redevelopment agencies and would define the term “housing asset” for these
purposes. The bill would impose new requirements on successor agencies with regard to the
submittal of the Recognized Obligation Payment Schedule, the conducting of a due diligence
review to determine the unobligated balances available for transfer to affected taxing entities,
and the recovery and subsequent remittance of funds determined to have been transferred
absent an enforceable obligation. The bill would authorize the Department of Finance fo issue
a finding of completion to a successor agency that completes the due diligence review and
meets other requirements. Upon receiving a finding of completion, the bill would authorize the
successor agency fto participate in a loan repayment program and [imited property
management activities. -
Existing law authorizes the Department of Finance and the Controller to require any
documents associated with enforceable obligations to be provided to them in a manner of their
choosing.

The bill would authorize the county auditor-controller and the depaitment under specified
circumstances, to require the return of funds improperly spent or transferred to a public entity
and would authorize the department and the Controller to require the State Board of
Equalization and the county auditor-controller to offset sales and use tax and property tax
allocations, respectively, to the local agency. The bill would authorize the Controller to review
the activities of a successor agency to determine if an improper asset transfer had occurred
between the successor agency and the city or county that created the former redevelopment
agency, and would require the Controller to order the return of these assets if such an asset
transfer did occur.

The bill would impose new requirements on the county auditor-controller relating to the
allocation of property tax revenues to affected taxing entities during a specified timeframe. By
imposing additional duties upon local public officials, the bill would create a state-mandated
local program.

‘The bill would appropriate up to $22,000,000 to the Department of anance Jrom the General
Fund for costs associated with the bill, as specified.

The California Constitution requires the state to reimburse local agencies and school districts
for certain costs mandated by the state. Statutory provisions establish procedures for making
that reimbursement.

This bill would provide that no reimbursement is required by this act for a specified reason.
This bill would declare that it is to take effect immediately as a bill providing for
appropriations related to the Budget Bill.

Digest Key




Vote: MAJORITY Appropriation: NOYES Fiscal Committee: NG YES Local Program:
NOYES Urgency: YES Tax Levy: NO

Bill Text

THE PEOPLE OF THE STATE OF CALIFORNIA DO
ENACT AS FOLLOWS:

SECTION 1.

Section 53760.1 of the Government Code is amended to read:

53760.1.

As used in this article the following terms have the following meanings:

(a) “Chapter 9” means Chapter 9 (commencing with Section 901) of Title 11 of the United States
Code.

(b) “Creditor” means either of the following:

(1)-An entity that has a noncontingent claim against a municipality that arose at the time of or
before the commencement of the neutral evaluation process and whose claim represents at least
five million dollars ($5,000,000) or comprises more than 5 percent of the local public entity’s
debt or obligations, whichever is less.

(2) An entity that would have a noncontingent claim against the municipality upon the rejection
of an executory contract or unexpired lease in a Chapter 9 case and whose claim would represent
at least five million dollars ($5,000,000) or comprises more than 5 percent of the local public
entity’s debt or obligations, whichever is less.

(c) “Debtor” means a local public entity that may file for bankruptcy under Chapter 9.

(d) “Good faith” means participation by a party in the neutral evaluation process with the intent
to negotiate toward a resolution of the issues that are the subject of the neutral evaluation
process, including the timely provision of complete and accurate information to provide the
relevant parties through the neutral evaluation process with sufficient information, in a
confidential manner, to negotiate the readjustment of the municipality’s debt.

(e) “Interested party” means a trustee, a committee of creditors, an affected creditor, an indenture
trustee, a pension fund, a bondholder, a union that, under its collective bargaining agreements,
has standing to initiate contract or debt restructuring negotiations with the municipality, or a
representative selected by an association of retired employees of the public entity who receive
income from the public entity convening the neutral evaluation. A local public entity may invite
holders of contingent claims to participate as interested parties in the neutral evaluation if the
local public entity determines that the contingency is likely to occur and the claim may represent
five million dollars ($5,000,000) or comprise more than 5 percent of the local public entity’s
debt or obligations, whichever is less.

(f) “Local public entity” means any county, city, district, public authority, public agency, or
other entity, without limitation, that is a municipality as defined in Section 101(40) of Title 11 of
the United States Code (bankruptcy), or that qualifies as a debtor under any other federal
bankruptcy law applicable to local public entities, and also includes a successor agency to a




redevelopment agency created pursuant to Part 1.85 (commencing with Section 34170) of
Division 24 of the Health and Safety Code. For purposes of this article, “local public entity”
does not include a school district.

(g) “Local public entity representative” means the person or persons designated by the local
public agency with authority to make recommendations and to attend the neutral evaluation on
behalf of the governing body of the municipality.

(h) “Neutral evaluation” is a form of alternative dispute resolution that may be known as
mandatory mediation. A “neutral evaluator” may also be known as a mediator.

SEC. 2.

Section 33500 of the Health and Safety Code is amended to read:

33500.

(a) Notwithstanding any other provision of law, including Section 33501, an action may be

brought to review the validity of the adoption or amendment of a redevelopment plan at any time
within 90 days after the date of the adoption of the ordinance adopting or amending the plan, if
the adoption of the ordinance occurred prior to January 1, 2011.
(b) Notwithstanding any other provision of law, including Section 33501, an action may be
brought to review the validity of any findings or determinations by the agency or the legislative
body at any time within 90 days after the date on which the agency or the legislative body made
those findings or determinations, if the findings or determinations occurred prior to January 1,
2011. '

(¢) Notwithstanding any other law, including Section 33501, an action may be brought to review
the validity of the adoption or amendment of a redevelopment plan at any time within two years
after the date of the adoption of the ordinance adopting or amending the plan, if the adoption of
the ordinance occurred after January 1, 2011.

(d) Notwithstanding any other law, including Section 33501, an action may be brought to review
the validity of any findings or determinations by the agency or the legislative body at any time
within two years after the date on which the agency or the legislative body made those findings
or determinations, if the findings or determinations occurred after January 1, 2011.

(e) The time limit for bringing an action under subdivision (c) or (d) shall be tolled with
respect to the adoptions, findings, and determinations of any former redevelopment agency or
its legislative body until the Department of Finance has issued a finding of completion to the
successor agency of that former redevélopment agency pursuant to Section 34179.7.
Subdivisions (c) and (d) shall not apply to any adoption, finding, or determination of any
former redevelopment agency or its legislative body after the department has issued a finding
of completion to the successor agency of that former redevelopment agency pursuant fo
Section 34179.7. :

SEC. 3.
Section 33501 of the Health and Sqfety Code is amended to read:
33501,

(2) An action may be brought pursuant to Chapter 9 (commencing with Section 860) of Title 10
of Part 2 of the Code of Civil Procedure to determine the validity of bonds and the
redevelopment plan to be financed or refinanced, in whole or in part, by the bonds, or to




determine the validity of a redevelopment plan not financed by bonds, including without limiting
the generality of the foregoing, the legality and validity of all proceedings theretofore taken for
or in any way connected with the establishment of the agency, its authority to transact business
and exercise its powers, the designation of the survey area, the selection of the project area, the
formulation of the preliminary plan, the validity of the finding and determination that the project
area is predominantly urbanized, and the validity of the adoption of the redevelopment plan, and
also including the legality and validity of all proceedings theretofore taken and (as provided in
the bond resolution) proposed to be taken for the authorization, issuance, sale, and delivery of the
bonds, and for the payment of the principal thereof and interest thereon.

(b) Notwithstanding subdivision (a), an action to determine the validity of a redevelopment plan,
or amendment to a redevelopment plan that was adopted prior to January 1, 2011, may be
brought within 90 days after the date of the adoption of the ordinance adopting or amending the
plan.

- (¢) Any action that is commenced on or after January 1, 2011, which is brought pursuant to

Chapter 9 (commencing with Section 860) of Title 10 of Part 2 of the Code of Civil Procedure to
determine the validity or legality of any issue, document, or action described in subdivision (a),
may be brought within two years after any triggering event that occurred after January 1, 2011.
The time limit for bringing an action under this subdivision shall be tolled with respect to the
validity or legality of any issue, document, or action described in subdivision (a) of any former
redevelopment agency or its legislative body until the Department of Finance has issued a
finding of completion to the successor agency of that former redevelopment agency pursuant
to Section 34179.7. This subdivision shall not apply to any adopftion, finding, or determination
of any former redevelopment agency or its legislative body after the department has issued a
finding of completion to the successor agency of that former redevelopment agency pursuant
fo Section 34179.7.

(d) For the purposes of protecting the interests of the state, the Attorney General and the
Department of Finance are interested persons pursuant to Section 863 of the Code of Civil

Procedure in any action brought with respect to the validity of an ordinance adopting or

amending a redevelopment plan pursuant to this section.

(e) For purposes of contesting the inclusion in a project area of lands that are enforceably
restricted, as that term is defined in Sections 422 and 422.5 of the Revenue and Taxation Code,
or lands that are in agricultural use, as defined in subdivision (b) of Section 51201 of the
Government Code, the Department of Conservation, the county agricultural commissioner, the
county farm bureau, the California Farm Bureau Federation, and agricultural entities and general
farm organizations that provide a written request for notice, are interested persons pursuant to
Section 863 of the Code of Civil Procedure, in any action brought with respect to the Vahdlty of
an ordinance adopting or amending a redevelopment plan pursuant to this section.

SEC. 4.

Section 34163 of the Health and Safety Code is amended to read:

34163.

Notwithstanding Part 1 (commencing with Section 33000), Part 1.5 (commencing with Section
34000), Part 1.6 (commencing with Section 34050), and Part 1.7 (commencing with Section
34100), or any other law, commencing on the effective date of this part, an agency shall not have
the authority to, and shall not, do any of the following:




(a) Make loans or advances or grant or enter into agreements to provide funds or provide
financial assistance of any sort to any entity or person for any purpose, including, but not limited
to, all of the following:

(1) Loans of moneys or any other thing of value or commitments to provide financing to
nonprofit organizations to provide those organizations with financing for the acquisition,
construction, rehabilitation, refinancing, or development of multifamily rental housing or the
acquisition of commercial property for lease, each pursuant to Chapter 7.5 (commencing with
Section 33741) of Part 1.

(2) Loans of moneys or any other thing of value for residential construction, improvement, or
rehabilitation pursuant to Chapter 8 (commencing with Section 33750) of Part 1. These include,
but are not limited to, construction loans to purchasers of residential housing, mortgage loans to
purchasers of residential housing, and loans to mortgage lenders, or any other entity, to aid in
financing pursuant to Chapter 8 (commencing with Section 33750).

(3) The purchase, by an agency, of mortgage or construction loans from mortgage lenders or
from any other entities.

(b) Enter into contracts with, incur obligations, or make commitments to, any entity, whether
governmental, tribal, or private, or any individual or groups of individuals for any purpose,
including, but not limited to, loan agreements, passthrough agreements, regulatory agreements,
services contracts, leases, disposition and development agreements, joint exercise of powers
agreements, contracts for the purchase of capital equipment, agreements for redevelopment
activities, including, but not limited to, agreements for planning, design, redesign, development,
demolition, alteration, construction, reconstruction, rehabilitation, site remediation, site
development or improvement, removal of graffiti, land clearance, and seismic retrofits.

(c) Amend or modify existing agreements, obligations, or commitments with any entity, for any
purpose, including, but not limited to, any of the following:

(1) Renewing or extending term of leases or other agreements, except that the agency may
extend lease space for its own use to a date not to exceed six months after the effective date of
the act adding this part and for a rate no more than 5 percent above the rate the agency currently
pays on a monthly basis.

(2) Modifying terms and conditions of existing agreements, obligations, or commitments.

(3) Forgiving all or any part of the balance owed to the agency on existing loans or extend the
term or change the terms and conditions of existing loans.

(4) Inereasing-its-Making any future depos1ts to. the Low and Moderate Income Housmg Fund
created pursuant to Section 33334.3-beyes ‘ s
danuary-H204H.

(5) Transferring funds out of the Low and Moderate Income Housing Fund, except to meet the
minimum housing-related obligations that existed as of January 1, 2011, to make required
payments under Sections 33690 and 33690.5, and to borrow funds pursuant to Section 34168.5.
(d) Dispose of assets by sale, long-term lease, gift, grant, exchange, transfer, assignment, or
otherwise, for any purpose, including, but not limited to, any of the following:

(1) Assets, including, but not limited to, real property, deeds of trust, and mortgages held by the
agency, moneys, accounts receivable, contract rights, proceeds of insurance claims, grant
. proceeds, settlement payments, rights to receive rents, and any other rights to payment of
whatever kind.

(2) Real property, including, but not limited to, land, land under water and waterfront property,
buildings, structures, fixtures, and improvements on the land, any property appurtenant to, or
used in connection with, the land, every estate, interest, privilege, easement, franchise, and right
in land, including rights-of-way, terms for years, and liens, charges, or encumbrances by way of
judgment, mortgage, or otherwise, and the indebtedness secured by the liens.




(e) Acquire real property by any means for any purpose, including, but not limited to, the
purchase, lease, or exercising of an option to purchase or lease, exchange, subdivide, transfer,
assume, obtain option upon, acquire by gift, grant, bequest, devise, or otherwise acquire any real
property, any interest in real property, and any improvements on it, including the repurchase of
developed property previously owned by the agency and the acquisition of real property by
eminent domain; provided, however, that nothing in this subdivision is intended to prohibit the
acceptance or transfer of title for real property acquired prior to the effective date of this part.

(f) Transfer, assign, vest, or delegate any of its assets, funds, rights, powers, ownership interests,
or obligations for any purpose to any entity, including, but not limited to, the community, the
legislative body, another member of a joint powers authority, a trustee, a receiver, a partner
entity, another agency, a nonprofit corporation, a contractual counterparty, a public body, a
limited-equity housing cooperative, the state, a political subdivision of the state, the federal
government, any private entity, or an individual or group of individuals.

(g) Accept financial or other assistance from the state or federal government or any public or
private source if the acceptance necessitates or is conditioned upon the agency incurring
indebtedness as that term is described in this part.

SEC. 5.

Section 34167.10 is added to the Health and Safety Code, to read:

34167.10.

(@) Notwithstanding any other law, for purposes of this part and Part 1.85 (commencing with
Section 34170), the definition of a city, county, or city and county includes, but is not limited
to, the following entities: ’

(1) Any reporting entity of the city, county, or city and county for purposes of its
comprehensive annual financial report or similar report.

(2) Any component unit of the city, county, or city and county.

(3) Any entity which is controlled by the city, county, or city and county, or for which the city,
county, or city and county is financially responsible or accountable.

(b) The following factors shall be considered in determining that an entity is controlled by the
city, county, or city and county, and are therefore included in the definition of a city, county,
or city and county for purposes of this part and Part 1.85 (commencing with Section 34170):
(1) The city, county, or city and county exercises substantial municipal control over the
entity’s operations, revenues, or expenditures.

(2) The city, county, or city and county has ownership or control over the entity’s property or
Sacilities.

(3) The city, county, or czty and county and the entity share common or overlapping governing
boards, or coterminous boundaries.

(4) The city, county, or city and county was involved in the creation or formation of the entity.
(5) The entity performs functions customarily or historically performed by municipalities and
financed thorough levies of property taxes.

(6) The city, county, or city and county provides administrative and related business support
for the entity, or assumes the expenses incurred in the normal daily operations of the entity.

(c) For purposes of this section, it shall not be relevant that the entity is formed as a separate
legal entity, nonprofit corporation, or otherwise, or is not subject to the constitution debt
limitation otherwise applicable to a city, county, or city and county. The provisions in this
section are declarative of existing law as the entities described herein are and were intended to




be included within the requirements of this part and Part 1.85 (commencing with Section
34170) and any attempt to determine otherwise would thwart the intent of these two parits.

SEC. 6.

Section 34171 of the Health and Safety Code is amended to read:

34171,

The following terms shall have the following meanings:

(2) “Administrative budget” means the budget for administrative costs of the successor agencies
as provided in Section 34177.

(b) “Administrative cost allowance” means an amount that, subject to the approval of the
oversight board, is payable from property tax revenues of up to 5 percent of the property tax
allocated to the successor agency—fer-the 201132 fiseal-yvear on the Recognized Obligation
Payment Schedule covering the period January 1, 2012, through June 30, 2012, and up to 3
percent of the property tax allocated to the Redevelopment Obligation Retirement Fund money
that is allocated to the successor agency for each fiscal year thereafter; provided, however, that
the amount shall not be less than two hundred fifty thousand dollars ($250,000), unless the
oversight board reduces this amount, for any fiscal year or such lesser amount as agreed to by
the successor agency. However, the allowance amount shall exclude, and shall not apply to, any
administrative costs that can be paid from bond proceeds or from sources other than property tax.
Administrative cost allowances shall exclude any litigation expenses related to assets or
obligations, settlements and judgments, and the costs of maintaining assets prior to
disposition. Employee costs associated with work on specific project implementation activities,
including, but not limited to, construction inspection, project management, or actual
construction, shall be considered project-specific costs and shall not constitute administrative
Ccosts.

(c) “Designated local authority” shall mean a public entity formed pursuant to subdivision (d) of
Section 34173.

(d) (1) “Enforceable obligation” means any of the following:

(A) Bonds, as defined by Section 33602 and bonds issued pursuant to-Seetion-58383 Chapfter
10.5 (commencing with Section 5850) of Division 6 of Title 1 of the Government Code,
including the required debt service, reserve set-asides, and any other payments required under
the indenture or similar documents governing the issuance of the outstanding bonds of the former
redevelopment agency. A reserve may be held when required by the bond indenture or when
the next property tax allocation will be insufficient to pay all obligations due under the
provisions of the bond for the next payment due in the following half of the calendar year.

(B) Loans of moneys borrowed by the redevelopment agency for a lawful purpose, to the extent
they are legally required to be repaid pursuant to a requlred repayment schedule or other
mandatory loan terms.

(C) Payments required by the federal government, preexisting obligations to the state or
obligations imposed by state law, other than passthrough payments that are made by the county
auditor-controller pursuant to Section 34183, or legally enforceable payments required in
connection with the agencies’ employees, including, but not limited to, pension payments,
pension obligation debt service, unemployment payments, or other obligations conferred through
a collective bargaining agreement. Costs incurred to fulfill collective bargaining agreements for
layoffs or terminations of city employees who performed work directly on behalf of the former
redevelopment agency shall be considered enforceable obligations payable from property tax
funds. The obligations to employees specified in this subparagraph shall remain enforceable




obligations payable from property tax funds for any employee to whom those obligations apply
if that employee is transferred to the entity assuming the housing functions of the former
redevelopment agency pursuant to Section 34176. The successor agency or designated local
authority shall enter into an agreement with the housing entity to reimburse it for any costs of
the employee obligations.

(D) Judgments or settlements entered by a competent court of law or binding arbitration
decisions against the former redevelopment agency, other than passthrough payments that are
made by the county auditor-controller pursuant to Section 34183. Along with the successor
agency, the oversight board shall have the authority and standing to appeal any judgment or to
set aside any settlement or arbitration decision.

(E) Any legally binding and enforceable agreement or contract that is not otherwise void as
violating the debt limit or public policy. However, nothing in this act shall prohibit either the
successor agency, with the approval or at the direction of the oversight board, or the oversight
board itself from terminating any existing agreements or contracts and providing any necessary
and required compensation or remediation for such termination. Titles of or headings used on or
in a document shall not be relevant in determining the existence of an enforceable obligation.
(F) Contracts or agreements necessary for the administration or operation of the successor
agency, in accordance with this part, including, but not limited to, agreements concerning
litigation expenses related to assets or obligations, settlements and judgements, and the costs
of maintaining assets prior to disposition, and agreements to purchase or rent office space,
equipment and supplies, and pay-related expenses pursuant to Section 33127 and for carrying
insurance pursuant to Section 33134. :

(G) Amounts borrowed from, or payments owing to, the Low and Moderate Income Housing
Fund of a redevelopment agency, which had been deferred as of the effective date of the act
adding this part; provided, however, that the repayment schedule is approved by the oversight
board. Repayments shall be transferred to the Low and Moderate Income Housing Asset Fund
established pursuant to subdivision (d) of Section 34176 as a housing asset and shall be used
in a manner consistent with the affordable housing requirements of the Community
Redevelopment Law (Part 1 (commencing with Section 33000)).

(2) For purposes of this part, “enforceable obligation” does not include any agreements,
contracts, or arrangements between the city, county, or city and county that created the
redevelopment agency and the former redevelopment agency. However, written agreements
entered into (A) at the time of issuance, but in no event later than December 31, 2010, of
indebtedness obligations, and (B) solely for the purpose of securing or repaying those
indebtedness obligations may be deemed enforceable obligations for purposes of this part.
Notwithstanding this paragraph, loan agreements entered into between the redevelopment agency
and the city, county, or city and county that created it, within two years of the date of creation of
the redevelopment agency, may be deemed to be enforceable obligations.

(3) Contracts or agreements between the former redevelopment agency and other public
agencies, to perform services or provide funding for governmental or private services or capital
projects outside of redevelopment project areas that do not provide benefit to the redevelopment
project and thus were not properly authorized under Part 1 (commencing with Section 33000)
shall be deemed void on the effective date of this part; provided, however, that such contracts or
agreements for the provision of housing properly authorized under Part 1 (commencing with
Section 33000) shall not be deemed void.

(e) “Indebtedness obligations” means bonds, notes, certificates of participation, or other evidence
of indebtedness, issued or delivered by the redevelopment agency, or by a joint exercise of
powers authority created by the redevelopment agency, to third-party investors or bondholders to
finance or refinance redevelopment projects undertaken by the redevelopment agency in




compliance with the Community Redevelopment Law (Part 1 (commencing with Section
33000)).

(f) “Oversight board” shall mean each entity established pursuant to Section 34179.

(g) “Recognized obligation” means an obligation listed in the Recognized Obligation Payment
Schedule.

(h) “Recognized Obligation Payment Schedule” means the document setting forth the minimum
payment amounts and due dates of payments required by enforceable obligations for each six-
month fiscal period as provided in subdivision (m) of Section 34177.

(i) “School entity” means any entity defined as such in subdivision (f) of Section 95 of the
Revenue and Taxation Code.

(_]) “Successor agency means the—eeu

= Successor entzty fo the forme;

redevelopment aoency asmded deserlbed mn Sect1on 34173
(k) “Taxing entities” means cities, counties, a city and county, special districts, and school
entities, as defined in subdivision (f) of Section 95 of the Revenue and Taxation Code, that
- receive passthrough payments and distributions of property taxes pursuant to the provisions of
this part.

() “Property taxes” include all property tax revenues, including those from unitary and
supplemental and roll corrections applicable to tax increment. '

(m) “Department” means the Department of Finance unless the context clearly refers to
another state agency.

(n) “Sponsoring entity” means the city, county, or city and county, or other entity that
authorized the creation of each redevelopment agency.

(o) “Final judicial determination” means a final judicial determination made by any state
court that is not appealed, or by a court of appellate jurisdiction that is not further appealed,
in an action by any party.

SEC. 7.

Section 34173 of the Health and Safety Code is amended to read:

34173.

(a) Successor agencies, as defined in this part, are hereby designated as successor entities to the
former redevelopment agencies.

(b) Except for those provisions of the Community Redevelopment Law that are repealed,
restricted, or revised pursuant to the act adding this part, all authority, rights, powers, duties, and
obligations previously vested with the former redevelopment agencies, under the Community
Redevelopment Law, are hereby vested in the successor agencies.

(c) (1) Where-If the redevelopment agency was in the form of a joint powers authority, and
where if the joint powers agreement governing the formation of the joint powers authority
addresses the allocation of assets and liabilities upon dissolution of the joint powers authority,
then each of the entities that created the former redevelopment agency may be a successor
agency within the meaning of this part and each shall have a share of assets and liabilities based
on the provisions of the joint powers agreement.

(2) Where-If the redevelopment agency was in the form of a joint powers authority, and-where
if the joint powers agreement governing the formation of the joint powers authority does not
address the allocation of assets and liabilities upon dissolution of the joint powers authority, then
each of the entities that created the former redevelopment agency may be a successor agency
within the meaning of this part, a proportionate share of the assets and liabilities shall be based
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on the assessed value in the project areas within each entity’s jurisdiction, as determined by the
county assessor, in its jurisdiction as compared to the assessed value of land within the
boundaries of the project areas of the former redevelopment agency.

(d) (1) A city, county, city and county, or the entities forming the joint powers authority that
authorized the creation of each redevelopment agency may elect not to serve as a successor
agency under this part. A city, county, city and county, or any member of a joint powers
authority that elects not to serve as a successor agency under this part must file a copy of a duly
authorized resolution of its governing board to that effect with the county auditor-controller no
later than January 13, 2012.

(2) The determination of the first local agency that elects to become the successor agency shall
be made by the county auditor-controller based on the earliest receipt by the county auditor-
controller of a copy of a duly adopted resolution of the local agency’s governing board
authorizing such an election. As used in this section, “local agency” means any city, county, city
and county, or special district in the county of the former redevelopment agency.

(3) (A) If no local agency elects to serve as a successor agency for a dissolved redevelopment
agency, a public body, referred to herein as a “designated local authority” shall be immediately
formed, pursuant to this part, in the county and shall be vested with all the powers and duties of a
successor agency as described in this part. The Governor shall appoint three residents of the
county to serve as the governing board of the authority. The designated local authority shall
serve as successor agency until a local agency elects to become the successor agency in
accordance with this section. '

(B) Designated local authority members are protected by the immunities applicable to public
entities and public employees governed by Part 1 (commencing with Section 810) and Part 2
(commencing with Section 814) of Division 3.6 of Title 1 of the Government Code.

(4) A city, county, or city and county, or the enfities forming the joint powers authority that
authorized the creation of a redevelopment agency and that elected not to serve as the
successor agency under this part, may subsequently reverse this decision and agree to serve as
the successor agency pursuant to this section. Any reversal of this decision shall not become
effective for 60 days after notice has been given to the current successor agency and the
oversight board and shall not invalidate any action of the successor agency or oversight board
taken prior to the effective date of the transfer of responsibility.

(e) The liability of any successor agency, acting pursuant to the powers granted under the act
adding this part, shall be limited to the extent of the total sum of property tax revenues it receives
pursuant to this part and the value of assets transferred to it as a successor agency for a dissolved
redevelopment agency.

() Any existing cleanup plans and liability limits authorized under the Polanco
Redevelopment Act (Article 12.5 (commencing with Section 33459) of Chapter 4 of Part 1)
shall be transferred to the successor agency and may be transferred to the successor housing
entity at that entity’s request.

(g) A successor agency is a separate public entity from the public agency that provides for its
governance and the two entities shall not merge. The liabilities of the former redevelopment
agency shall not be transferred to the sponsoring entity and the assets shall not become assets
of the sponsoring entity. A successor agency has its own name, can be sued, and can sue. All
litigation involving a redevelopment agency shall automatically be transferred to the successor
agency. The separate former redevelopment agency employees shall not automatically become
sponsoring entity employees of the sponsoring entity and the successor agency shall retain its
own collective bargaining status. As successor entities, successor agencies succeed to the
organizational status of the former redevelopment agency, but without any legal authority to
participate in redevelopment activities, except to complete any work related to an approved
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enforceable obligation. Each successor agency shall be deemed to be a local entity for
purposes of the Ralph M. Brown Act (Chapter 9 (commencing with Section 54950) of Part 1 of
- Division 2 of Title 5 of the Government Code).

(h) The city, county, or city and county that authorized the creation of a redevelopment agency
may loan or grant funds to a successor agency for administrative costs, enforceable
obligations, or project-related expenses at the city’s discretion, but the receipt and use of these
Sfunds shall be reflected on the Recognized Obligation Payment Schedule or the administrative
budget and therefore are subject to the oversight and approval of the oversight board. An
enforceable obligation shall be deemed to be created for the repayment of those loans.

(i) At the request of the city, county, or city and county, notwithstanding Section 33205, all
land use related plans and functions of the former redevelopment agency are hereby
transferred to the city, county, or city and county that authorized the creation of a
redevelopment agency; provided, however, that the city, county, or city and county shall not
create a new project area, add territory to, or expand or change the boundaries of a project
area, or take any action that would increase the amount of obligated property tax (formerly tax
increment) necessary to fulfill any existing enforceable obligation beyond what was authorized
as of June 27, 2011.

SEC. 8.

Section 34175 of the Health and Safety Code is amended to read:

34175,

(a) It is the intent of this part that pledges of revenues associated with enforceable obligations of
the former redevelopment agencies are to be honored. It is intended that the cessation of any
redevelopment agency shall not affect either the pledge, the legal existence of that pledge, or the
stream of revenues available to meet the requirements of the pledge.

(b) All assets, properties, contracts, leases, books and records, buildings, and equipment of the
former redevelopment agency are transferred on February 1, 2012, to the control of the successor
agency, for administration pursuant to the provisions of this part. This includes all cash or cash
equivalents and amounts owed to the redevelopment agency as of February 1, 2012. Any legal or
contractual restrictions on the use of these funds or assets shall also be transferred to the

successor agency. '

SEC. 9.

Section 34176 of the Health and Safety Code is amended to read:

34176.

(a) (1) The city, county, or city 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. If a city, county, or city and county elects to retain the-responsibility-for
perferming authority to perform housing functions previously performed by a redevelopment
agency, all rights, powers, duties,-and obligations, and housing assets, as defined in subdivision
(e), excluding any amounts on deposit in the Low and Moderate Income Housing Fund and
enforceable obligations retained by the successor agency, shall be transferred to the city,
county, or city and county.
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(2) The entity assuming the housing functions of the former redevelopment agency shall
submit to the Department of Finance by August 1, 2012, a list of all housing assets that
contains an explanation of how the assets meet the criteria specified in subdivision (e). The
Department of Finance shall prescribe the format for the submission of the list. The list shall
include assets transferred between February 1, 2012, and the date upon which the list is
created. The department shall have up to 30 days from the date of receipt of the list to object to
any of the assets or transfers of assets identified on the list. If the Department of Finance
objects to assets on the list, the entity assuming the housing functions of the former
redevelopment agency may request a meet and confer process within five business days of
receiving the department objection. If the transferred asset is deemed not to be a housing asset
as defined in subdivision (e), it shall be returned to the successor agency and the provision of
Section 34178.8 may apply. If a housing asset has been previously pledged to pay for bonded
indebtedness, the successor agency shall maintain control of the asset in order to pay for the
bond debt.

(b) If a city, county, or city and county does not elect to retaln the responsibility for performing
housing functions previously performed by a redevelopment agency, all rights, powers, assets,

liabilities; duties, and obligations associated with the housing activities of the agency, excluding
enforceable obligations retained by the successor agency and any amounts in the Low and
Moderate Income Housing Fund, shall be transferred as follows:

(1) Where-If there is no local housing authority in the territorial jurisdiction of the former
redevelopment agency, to the Department of Housing and Community Development.

(2) Where-If there is one local housing authority in the territorial jurisdiction of the former
redevelopment agency, to that local housing authority.

(3) Where-If there is more than one local housing authority in the territorial Jurlsdlc‘uon of the
former redevelopment agency, to the local housing authority selected by the 01ty, county, or city
and county that authorized the creation of the redevelopment agency.

(c) Commencing on the operative date of this part, the entity-asswming that assumes the housing
functions formerly performed by the redevelopment agency and receives the transferred
housing assets may enforce affordability covenants and perform related activities. pursuant to
applicable provisions of the Community Redevelopment Law (Part 1 (commencing with Section
33800y 33000)), including, but not limited to, Section 33418.

(d) Except as specifically provided in Section 34191.4, any funds transferred to the city,
county, or city and county or designated entity pursuant to this section, together with any
Sfunds generated from housing assets, as defined in subdivision (e), shall be maintained in a
separate Low and Moderate Income Housing Asset Fund which is hereby created in the
accounts of the entity assuming the housing functions pursuant to this section. Funds in this
account shall be used in accordance with applicable housing-related provisions of the
Community Redevelopment Law (Part 1 (commencing with Section 33000)).

(e) For purposes of this part, “housing asset” includes all of the following:

(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, including furniture and appliances,
all housing-related files and loan documents, office supplies, software licenses, and mapping
programs, that were acquired for low- and moderate-income housing purposes, either by
purchase or through a loan, in whole or in part, with any source of funds.

(2) Any funds that are encumbered by an enforceable obligation to build or acquire low- and
moderate-income housing, as defined by the Community Redevelopment Law (Part 1
(commencing with Section 33000)) unless required in the bond covenants to be used for
repayment purposes of the bond.
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(3) Any loan or grant receivable, funded from the Low and Moderate Income Housing Fund,
from homebuyers, homeowners, nonprofit or for-profit developers, and other parties that
require occupancy by persons of low or moderate income as defined by the Community
Redevelopment Law (Part 1 (commencing with Section 33000)).

(4) Any funds derived from rents or operation of properties acquired for low- and moderate-
income housing purposes by other parties that were financed with any source of funds,
including residual receipt payments from developers, conditional grant repayments, cost
savings and proceeds from refinancing, and principal and interest payments from homebuyers
subject to enforceable income limifs.

(5) A stream of rents or other payments from housing tenants or operators of low- and
moderate-income housing financed with any source of funds that are used to maintain,
operate, and enforce the affordability of housing or for enforceable obligations associated
with low- and moderate-income housing.

(6) (A4) Repayments of loans or deferrals owed to the Low and Moderate Income Housing
Fund pursuant to subparagraph (G) of paragraph (1) of subdivision (d) of Section 34171,
which shall be used consistent with the affordable housing requirements in the Community
Redevelopment Law (Part 1 (commencing with Section 33000)).

(B) Loan or deferral repayments shall not be made prior to the 201314 fiscal year. Beginning
in the 2013-14 fiscal year, the maximum repayment amount authorized each fiscal year for
repayments made pursuant to this paragraph and subdivision (b) of Section 34191.4 combined
shall be equal to one-half of the increase between the amount distributed to taxing entities
pursuant to paragraph (4) of subdivision (@) of Section 34183 in that fiscal year and the
amount distributed to taxing entities pursuant to that paragraph in the 2012-13 base year.

Loan or deferral repayments made pursuant to this paragraph shall take priority over amounts
to be repaid pursuant to subdivision (b) of Section 34191.4.

() If a development includes both low- and moderate-income housing that meets the definition
of a housing asset under subdivision (e) and other types of property use, including, but not
limited to, commercial use, governmental use, open space, and parks, the oversight board shall
consider the overall value to the community as well as the benefit to taxing entities of keeping
the entire development intact or dividing the title and control over the property between the
housing successor and the successor agency or other public or private agencies. The
disposition of those assets may be accomplished by a revenue-sharing arrangement as
approved by the oversight board on behalf of the affected taxing entities. ’

(2) (1) (A) The entity assuming the housing functions pursuant to this section may designate
the use of and commit indebtedness obligation proceeds that remain after the satisfaction of
enforceable obligations that have been approved in a Recognized. Obligation Payment
Schedule and that are consistent with the indebtedness obligation covenants. The proceeds
shall be derived from indebtedness obligations that were issued for the purposes of affordable
housing prior to January 1, 2011, and were backed by the Low and Moderate Income Housing
Fund, Enforceable obligations may be satisfied by the creation of reserves for the projects that
are the subject of the enforceable obligation that are comsistent with the contractual
obligations for those projects, or by expending funds to complete the projects.

(B) The entity assuming the housing functions pursuant fo this section shall provide notice to
the successor agency of any designations of use or commitments of funds specified in
subparagraph (A) that it wishes to make at least 20 days before the deadline for submission of
the Recognized Obligation Payment Schedule to the oversight board. Commitments and
designations shall not be valid and binding on any party until they are included in an
approved and valid Recognized Obligation Payment Schedule. The review of these
designations and commitments by the successor agency, oversight board, and Department of
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Finance shall be limited to a determination that the designations and commitments are
consistent with bond covenants and that there are sufficient funds available.

(2) Funds shall be used and committed in a manner consistent with the purposes of the Low
and Moderate Income Housing Asset Fund. Notwithstanding any other law, the successor
agency shall retain and expend the excess housing obligation proceeds at the discretion of the
succeeding housing entity, provided that the successor agency ensures that the proceeds are
expended in a manner consistent with the indebtedness obligation covenants and with any
requirements relating to the tax status of those obligations. The amount expended shall not
exceed the amount of indebtedness obligation proceeds available and such expenditure shall
constitute the creation of excess housing proceeds expenditures to be paid from the excess
proceeds. Excess housing proceeds expenditures shall be listed separately on the Recognized
Obligation Payment Schedule submitted by the successor agency.

SEC. 10.

Section 34176.5 is added to the Health and Safety Code, to read:

34176.5.

(a) Notwithstanding any other law, the Director of Finance is authorized to contract with
auditors, lawyers, and other types of advisors and consultants to assist, advise, and represent the
director and the Department of Finance in any matter or action arising out of or contemplated by
this part or Part 1.8 (commencing with Section 34161). In furtherance of this authorization,

Sections 14827.1, 14827.2, and 14838 of the Government Code, and Article 4 (commencing with

Section 10335) of Chapter 2 of Part 2 of Division 2 of and Section 10295 of, the Public Contract
Code shall not apply to any agreement entered into by the director pursuant to this section.

(b) In addition to the waivers of statute provided in subdivision (a), Section 6072 of the Business
and Professions Code shall not apply to the legal services agreement entered into by the director
pursuant to this section.

(c) This section shall remain in effect only until January 1, 2014, and as of that date is repealed,
unless a later enacted statute, that is enacted before January 1, 2014, deletes or extends that date.

SEC. 11.

Section 34177 of the Health and Safety Code is amended to read:

34177.

Successor agencies are required to do all of the following:

(a) Continue to make payments due for enforceable obligations.

(1) On and after February 1, 2012, 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—€e} (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 it§ enforceable obligations
payment schedule pursuant to this subdivision. The enforceable obligation payment schedule
may be amended by the successor agency at any public meeting and shall be subject to the
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approval of the oversight board as soon as the board has sufficient members to form a quorum.
In recognition of the fact that the timing of the California Supreme Court’s ruling in the case
California Redevelopment Association v. Matosantos (2011) 53 Cal.4th 231 delayed the
preparation by successor agencies and the approval by oversight boards of the January 1,
2012, through June 30, 2012, Recognized Obligation Payment Schedule, a successor agency
may amend the Enforceable Obligation Payment Schedule to authorize the continued payment
of enforceable obligations until the time that the January 1, 2012, through June 30, 2012,

Recognized Obligation Payment Schedule has been approved by the oversight board and by
the Department of Finance.

(2) The Department of Finance and the Controller shall each have the authority to require any
documents associated with the enforceable obligations to be provided to them in a manner of
their choosing. Any taxing entity, the department, and the Controller shall each have standing to
file a judicial action to prevent a violation under this part and to obtain injunctive or other
appropriate relief.

(3) Commencing on-May-1;-2012 the date the Recognized Obligation Payment Schedule is
valid pursuant to subdivision (I), 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. In addition,—eemmencing—May—31;—2012 after it
becomes valid, 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 (Part 1 (commencing with Section 33000)).

(4) Nothing in the act adding this part is to be construed as preventing a successor agency, with
the prior approval of the oversight board, as described in Section 34179, from making payments
for enforceable obligations from sources other than those listed in the Recognized Obligation
Payment Schedule.

(5) From February 1, 2012, 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.

(b) Maintain reserves in the amount required by indentures, trust indentures, or similar
documents governing the issuance of outstanding redevelopment agency bonds.

(c) Perform obligations required pursuant to any enforceable obligation.

(d) 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 of a former redevelopment agency. In
making the distribution, the county auditor-controller shall utilize the same methodology for
allocation and distribution of property tax revenues provided in Section 34188.

(e) Dispose of assets and properties of the former redevelopment agency as directed by the
oversight board; provided, however, that the oversight board may instead direct the successor
agency to transfer ownership of certain assets pursuant to subdivision (a) of Section 34181. The
disposal is to be done expeditiously and in a manner aimed at maximizing value. Proceeds from
asset sales and related funds that are no longer needed for approved development projects or to
otherwise wind down the affairs of the agency, each as determined by the oversight board, shall
be transferred to the county auditor-controller for distribution as property tax proceeds under
Section 34188. The requirements of this subdivision shall not apply to a successor agency that
has been issued a finding of completion by the Department of Finance pursuant to Section
34179.7. ’
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(f) Enforce all former redevelopment agency rights for the benefit of the taxing entities,
including, but not limited to, continuing to collect loans, rents, and other revenues that were due
to the redevelopment agency.

 (g) Effectuate transfer of housing functions and assets to the appropriate entity designated
pursuant to Section 34176.
(h) Expeditiously wind down the affairs of the redevelopment agency pursuant to the provisions
of this part and in accordance with the direction of the oversight board.
(i) Continue to oversee development of properties until the contracted work has been completed
or the contractual obligations of the former redevelopment agency can be transferred to other
parties. Bond proceeds shall be used for the purposes for which bonds were sold unless the
purposes can no longer be achieved, in which case, the proceeds may be used to defease the
bonds.
(j) Prepare a proposed administrative budget and submit it to the oversight board for its approval.
The proposed administrative budget shall include all of the following:
(1) Estimated amounts for successor agency administrative costs for the upcoming 31x-month
fiscal period.
(2) Proposed sources of payment for the costs identified in paragraph (1).
(3) Proposals for arrangements for administrative and operations services provided by a city,
county, city and county, or other entity.
(k) Provide administrative cost estimates, from its approved administrative budget that are to be
paid from property tax revenues deposited in the Redevelopment Property Tax Trust Fund, to the
county auditor-controller for each six-month fiscal period.
() (1) Before each six-month fiscal period, prepare a Recognized Obligation Payment Schedule
in accordance with the requirements of this paragraph. For each recognized obligation, the
Recognized Obligation Payment Schedule shall 1dent1fy one or more of the following sources of
payment:
(A) Low and Moderate Income Housing Fund.
(B) Bond proceeds.
(C) Reserve balances.
(D) Administrative cost allowance. _
(E) The Redevelopment Property Tax Trust Fund, but only to the extent no other funding source
is available or when payment from property tax revenues is required by-an enforceable obligation
or by the provisions of this part. '
(F) Other revenue sources, including rents, concessions, asset sale proceeds, interest earnings,
and any other revenues derived from the former redevelopment agency, as approved by the
oversight board in accordance with this part.
(2) A Recognized Obligation Payment Schedule shall not be deemed valid unless all of the
following conditions have been met:
(A) A-draft Recognized Obligation Payment Schedule is prepared by the successor agency for

the enforceable obhgatlons of the former redevelopment agency—by—Mareh—1;2012—From
» : ' 125-the, The initial-deaft-ef-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 1ncrement had—sueh the a redevelopment agency not been d1ssolved——aﬁd—sha}l—be—r—'mwed

l’

(B) The-eertified Recognized Obligation Payment Schedule is submitted to and duly approved by
the oversight board. The successor agency shall submit a copy of the Recognized Obligation
Payment Schedule to the county administrative officer, the county auditor-controller, and the
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Department of Finance at the same time that the successor agency submits the Recognized
Obligation Payment Schedule to the oversight board for approval.

(C) A copy of the approved Recognized Obligation Payment Schedule is submitted to the county
auditor-controller and both the Controller’s office and the Department of Finance and be posted
on the successor agency’s Internet Web site.

(3) The Recognized Obligation Payment Schedule shall be forward looking to the next six
months. The first Recognized Obligation Payment Schedule shall be submitted to the
Controller’s office and the Department of Finance by April 15, 2012, for the period of January 1,
2012, to June 30, 2012, inclusive. This Recognized Obligation Payment Schedule shall include
all payments made by the former redevelopment agency between January 1, 2012, through
January 31, 2012, and shall include all payments proposed to be made by the successor agency
from February 1, 2012, through June 30, 2012. 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.

(m) The Recognized Obligation Payment Schedule for the period of January 1, 2013, to June
30, 2013, shall be submitted by the successor agency, after approval by the oversight board, no
later than September 1, 2012. Commencing with the Recognized Obligation Payment Schedule
covering the period July 1, 2013, through December 31, 2013, successor agencies shall submit
an oversight board-approved Recognized Obligation Payment Schedule to the Department of
Finance and to the county auditor-controller no fewer than 90 days before the date of property
tax distribution. The Department of Finance shall make its determination of the enforceable
obligations and the amounts and funding sources of the enforceable obligations no later than
45 days after the Recognized Obligation Payment Schedule is submitted. Within five business
days of the department’s determination, a successor agency may request additional review by
the department and an opportunity fto meet and confer on disputed items. The meet and confer
period may vary; an untimely submittal of a Recognized Obligation Payment Schedule may
result in a meet and confer period of less than 30 days. The department shall notify the
successor agency and the county auditor-controllers as to the outcome of its review at least 15
days before the date of property tax distribution.

(1) The successor agency shall submit a copy of the Recognized Obligation Payment Schedule

to the Department of Finance electronically, and the successor agency shall complete the

Recognized Obligation Payment Schedule in the manner provided for by the department. A
successor agency shall be in noncompliance with this paragraph if it only submits to the
department an electronic message or a letter stating that the oversight board has approved a
Recognized Obligation Payment Schedule.

(2) If a successor agency does not submit a Recognized Obligation Payment Schedule by the
deadlines provided in this subdivision, the city, county, or city and county that created the
redevelopment agency shall be subject to a civil penalty equal to ten thousand dollars
($10,000) per day for every day the schedule is not submitted to the department. The civil
penalty shall be paid to the county auditor-controller for allocation to the taxing entities under
Section 34183. If a successor agency fails to submit a Recognized Obligation Payment
Schedule by the deadline, any creditor of the successor agency or the Department of Finance
or any affected taxing entity shall have standing to and may request a writ of mandate to
require the successor agency to immediately perform this duty. Those actions may be filed only
in the County of Sacramento and shall have priority over other civil matters. Additionally, if
an agency does not submit a Recognized Obligation Payment Schedule within ten days of the
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deadline, the maximum administrative cost allowance for that period shall be reduced by 25
percent.

(3) If a successor agency fails to submit to the department an oversight board-approved
Recognized Obligation Payment Schedule that complies with all requirements of this
subdivision within five business days of the date upon which the Recognized Obligation
Payment Schedule is to be used to determine the amount of property tax allocations, the
department may determine if any amount should be withheld by the county auditor-controller
for payments for enforceable obligations from distribution to taxing entities, pending approval
of a Recognized Obligation Payment Schedule. The county auditor-controller shall distribute
the portion of any of the sums withheld pursuant to this paragraph to the affected taxing
entities in accordance with paragraph (4) of subdivision (a) of Section 34183 upon noftice by
the department that a portion of the withheld balances are in excess of the amount of
enforceable obligations. The county auditor-controller shall distribute withheld funds to the
successor agency only in accordance with a Recognized Obligation Payment Schedule
approved by the department. County auditor-controllers shall lack the authority to withhold
any other amounts from the allocations provided for under Section 34183 or 34188 unless
required by a court order.

(n) Cause a postaudit of the financial transactions and records of fhe successor agency to be
made at least annually by a certified public accountant.

SEC. 12.

Section 34177.3 is added to the Health and Safety Code, to read:

34177.3.

(@) Successor agencies shall lack the authority to, and shall not, create new enforceable
obligations under the authority of the Community Redevelopment Law (Part 1 (commencing
with Section 33000)) or begin new redevelopment work, except in compliance with an
enforceable obligation that existed prior to June 28, 2011.

(b) Successor agencies may create enforceable obligations to conduct the work of winding
down the redevelopment agency, including hiring staff, acquiring necessary professional
administrative services and legal counsel, and procuring insurance.

(c) Successor agencies shall lack the authority fo, and shall not, transfer any powers or
revenues of the successor agency to any other party, public or private, except pursuant fo an
enforceable obligation on a Recognized Obligation Payment Schedule approved by the
department. Any such transfers of authority or revenues that are not made pursuant to an
enforceable obligation on a Recognized Obligation Payment Schedule approved by the
Department of Finance are hereby declared to be void, and the successor agency shall take
action to reverse any of those transfers. The Controller may audit any transfer of authority or
revenues prohibited by this section and may order the prompt return of any money or other
things of value from the receiving party. '

(d) Redevelopment agencies that resolved to participate in the Voluntary Alternative
Redevelopment Program under Chapter 6 of the First Extraordinary Session of the Statutes of
2011 were and are subject to the provisions of Part 1.8 (commencing with Section 34161). Any
actions taken by redevelopment agencies to create obltgattons after June 27, 2011, are ultra
vires and do not create enforceable obligations.

(e) The Legislature finds and declares that the provisions of this section are declaratory of
existing law.
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SEC. 13.

Section 34177.5 is added to the Health and Safety Code, to read:

34177.5.

(a) In addition to the powers granted fo each successor agency, and notwithstanding anything
in the act adding this part, including, but not limited to, Sections 34162 and 34189, a
successor agency shall have the authority, rights, and powers of the redevelopment agency to
which it succeeded solely for the following purposes:

(1) For the purpose of issuing bonds or incurring other indebtedness to refund the bonds or
other indebtedness of its former redevelopment agency or of the successor agency to provide
savings to the successor agency, provided that (4) the total interest cost to maturity on the
refunding bonds or other indebtedness plus the principal amount of the refunding bonds or
other indebtedness shall not exceed the total remaining interest cost to maturity on the bonds
or other indebtedness to be refunded plus the remaining principal of the bonds or other
indebtedness to be refunded, and (B) the principal amount of the refunding bonds or other
indebtedness shall not exceed the amount required to defease the refunded bonds or other
indebtedness, to establish customary debt service reserves, and to pay related costs of issuance.
If the foregoing conditions are satisfied, the initial principal amount of the refunding bonds or
other indebtedness may be greater than the outstanding principal amount of the bonds or
other indebtedness to be refunded. The successor agency may pledge fo the refunding bonds or
other indebtedness the revenues pledged to the bonds or other indebtedness being refunded,
and that pledge, when made in connection with the issuance of such refunding bonds or other
indebtedness, shall have the same lien priority as the pledge of the bonds or other obligations
to be refunded, and shall be valid, binding, and enforceable in accordance with its terms.

(2) For the purpose of issuing bonds or other indebtedness to finance debt service spikes,
including balloon maturities, provided that (A) the existing indebtedness is not accelerated,
except to the extent necessary to achieve substantially level debt service, and (B) the principal
amount of the bonds or other indebtedness shall not exceed the amount required to finance
the debt service spikes, including establishing customary debt service reserves and paying
related costs of issuance. ' '

(3) For the purpose of amending an existing enforceable obligation under which the successor
agency is obligated to reimburse a political subdivision of the state for the payment of debt
service on a bond or other obligation of the political subdivision, or to pay all or a portion of
the debt service on the bond or other obligation of the political subdivision to provide savings
to the successor agency, provided that (A) the enforceable obligation is amended in connection
with a refunding of the bonds or other obligations of the political subdivision so that the
enforceable obligation will apply to the refunding bonds or other refunding indebtedness of
the political subdivision, (B) the total interest cost to maturity on the refunding bonds or other
indebtedness plus the principal amount of the refunding bonds or other indebtedness shall not
exceed the total remaining interest cost to maturity on the bonds or other indebtedness to be
refunded plus the remaining principal of the bonds or other indebtedness to be refunded, and
(C) the principal amount of the refunding bonds or other indebtedness shall not exceed the
amount required to defease the refunded bonds or other indebtedness, to establish customary
debt service reserves and to pay related costs of issuance. The pledge set forth in that amended
enforceable obligation, when made in connection with the execution of the amendment of the
enforceable obligation, shall have the same lien priority as the pledge in the enforceable
obligation prior to its amendment and shall be valid, binding, and enforceable in accordance
with its terms.
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(4) For the purpose of issuing bonds or incurring other indebtedness to make payments under
enforceable obligations when the enforceable obligations include the irrevocable pledge of
property tax increment, formerly tax increment revenues prior to the effective date of this part,
or other funds and the obligation to issue bonds secured by that pledge. The successor agency
may pledge to the bonds or other indebtedness the property tax revenues and other funds
described in the enforceable obligation, and that pledge, when made in connection with the
issuance of the bonds or the incurring of other indebtedness, shall be valid, binding, and
enforceable in accordance with its terms. This paragraph shall not be deemed to authorize a
successor agency to increase the amount of property tax revenues pledged under an
enforceable obligation or to pledge any property tax revenue not already pledged pursuant to
an enforceable obligation. This paragraph does not constitute a change in, but is declaratory
of, the existing law.
(b) The refunding bonds authorized under this section may be issued under the authority of
Article 11 (commencing with Section 53580) of Chapter 3 of Part 1 of Division 2 of Title 5 of
the Government Code, and the refunding bonds may be sold at public or private sale, or fo a
Joint powers authority pursuant to the Marks-Roos Local Bond Pooling Act (Article 4
(commencing with Section 6584) of Chapter 5 of Division 7 of Title 1 of the Government
Code).
(¢) (1) Prior to incurring any bonds or other indebtedness pursuant to this section, the
successor agency may subordinate to the bonds or other indebtedness the amount required to
be paid to an affected taxing entity pursuant to paragraph (1) of subdivision (a) of Section
34183, provided that the affected taxing entity has approved the subordinations pursuant to
_ this subdivision.
(2) At the time the successor agency requests an affected taxing entity to subordinate the
amount to be paid to it, the successor agency shall provide the affected taxing entity with
substantial evidence that sufficient funds will be available to pay both the debt service on the
bonds or other indebtedness and the payments required by paragraph (1) of subdivision (a) of
Section 34183, when due. .
(3) Within 45 days after receipt of the agency’s request, the affected taxing entity shall approve
or disapprove the request for subordination. An affected taxing emntity may disapprove a
request for subordination only if it finds, based upon substantial evidence, that the successor
agency will not be able to pay the debt service payments and the amount required to be paid to
the affected taxing entity. If the affected taxing entity does not act within 45 days after receipt
of the agency’s request, the request to subordinate shall be deemed approved and shall be final
and conclusive.
(d) An action may be brought pursuant to Chapter 9 (commencing with Section 860) of Title
10 of Part 2 of the Code of Civil Procedure to determine the validity of bonds or other
obligations authorized by this section, the pledge of revenues to those bonds or other
obligations authorized by this section, the legality and validity of all proceedings theretofore
taken and, as provided in the resolution of the legislative body of the successor agency
authorizing the bonds or other obligations authorized by this section, proposed to be taken for
the authorization, execution, issuance, sale, and delivery of the bonds or other obligations
authorized by this section, and for the payment of debt service on the bonds or the payment of
amounts under other obligations authorized by this section. Subdivision (c) of Section 33501
shall not apply to any such action. The Department of Finance shall be notified of the filing of
any action as an affected party.
(e) Notwithstanding any other law, including, but not limited to, Section 33501, an action to
challenge the issuance of bonds, the incurrence of indebtedness, the amendment of an
enforceable obligation, or the execution of a financing agreement by a successor agency shall
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be brought within 30 days after the date on which the oversight board approves the resolution
of the successor agency approving the issuance of bonds, the incurrence of indebtedness, the
amendment of an enforceable obligation, or the execution of a financing agreement
authorized under this section. :

(f) The actions authorized in this section shall be subject to the approval of the oversight
board, as provided in Section 34180. Additionally, an oversight board may direct the successor
agency to commence any of the transactions described in subdivision (a) so long as the
successor agency is able to recover its related costs in connection with the transaction. After a
successor agency, with approval of the oversight board, issues any bonds, incurs any
indebtedness, or executes an amended enforceable obligation pursuant to subdivision (a), the
oversight board shall not unilaterally approve any amendments to or early termination of the
bonds, indebtedness, or enforceable obligation. If, under the authority granted to it by
subdivision (h) of Section 34179, the Department of Finance either reviews and approves or
fails to request review within five business days of an oversight board approval of an action
authorized by this section, the scheduled payments on the bonds or other indebtedness shall be
listed in the Recognized Obligation Payment Schedule and shall not be subject to further
review and approval by the department or the Controller. The department may extend ifs
review time to 60 days for actions authorized in this section and may seek the assistance of the
Treasurer in evaluating proposed actions under this section.

(g) Any bonds, indebtedness, or amended enforceable obligation authorized by this section
shall be considered indebtedness incurred by the dissolved redevelopment agency, with the
same legal effect as if the bonds, indebtedness, financing agreement, or amended enforceable
obligation had been issued, incurred, or entered into prior to June 29, 2011, in full conformity
with the applicable provisions of the Community Redevelopment Law that existed prior to that
date, shall be included in the successor agency’s Recognized Obligation Payment Schedule,
and shall be secured by a pledge of, and lien on, and shall be repaid from moneys deposited
from time to time in the Redevelopment Property Tax Trust Fund established pursuant to
subdivision (c) of Section 34172, as provided in paragraph (2) of subdivision (a) of Section
34183. Property tax revenues pledged to any bonds, indebtedness, or amended enforceable
obligations authorized by this section are taxes allocated to the successor agency pursuant to
subdivision (b) of Section 33670 and Section 16 of Article XVI of the California Constitution.
(h) The successor agency shall make diligent efforts to ensure that the lowest long-term cost
financing is obtained. The financing shall not provide for any bullets or spikes and shall not
use variable rates. The successor agency shall make use of an independent financial advisor
in developing financing proposals and shall make the work products of the financial advisor
available to the Department of Finance at its request.

(i) If an enforceable obligation provides for an irrevocable commitment of property tax
revenue and where allocation of such revenues is expected fo occur over time, the successor
agency may petition the Department of Finance to provide written confirmation that ifs
determination of such enforceable obligation as approved in a Recognized Obligation
Payment Schedule is final and conclusive, and reflects the department’s approval of
subsequent payments made pursuant to the enforceable obligation. If the confirmation is
granted, then the department’s review of such payments in future Recognized Obligation
Payment Schedules shall be limited to confirming that they are required by the prior
enforceable obligation.

(i) The successor agency may request that the department provide a written determination to
waive the two-year statute of limitations on an action to review the validity of the adoption or
amendment of a redevelopment plan pursuant to subdivision (c) of Section 33500 or on any
findings or determinations made by the agency pursuant to subdivision (d) of Section 33500.
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The department at its discretion may provide a waiver if it determines it is necessary for the
agency to fulfill an enforceable obligation.

SEC. 14.

Section 34178 of the Health and Safety Code is amended to read:

34178,

(a) Commencing on the operative date of this part, agreements, contracts, or arrangements
between the city or county, or city and county that created the redevelopment agency and the
redevelopment agency are invalid and shall not be binding on the successor agency; provided,
however, that a successor entity wishing to enter or reenter into agreements with the city, county,
or city and county that formed the redevelopment agency that it is succeeding may do so upon
obtaining the approval of its oversight board. 4 successor agency or an oversight board shall
not exercise the powers granted by this subdivision to restore funding for an enforceable
obligation that was deleted or reduced by the Department of Finance pursuant to subdivision
(h) of Section 34179 unless it reflects the decisions made during the meet and confer process
with the Department of Finance or pursuant to a court order.

(b) Notwithstanding subdivision (a), any of the following agreements are not invalid and may
bind the successor agency:

(1) A duly authorized written 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 securing or
repaying those indebtedness obligations. '

(2) A written agreement between a redevelopment agency 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.

(3) A joint exercise of powers agreement in which the redevelopment agency is a 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. '

SEC. 15.

Section 34178.8 is added to the Health and Safety Code, to read:

34178.8.

Commencing on the effective date of the act adding this section, the Controller shall review
the activities of successor agencies in the state to determine if an asset transfer has occurred
after January 31, 2012, between the successor agency and the city, county, or city and county
that created a redevelopment agency, or any other public agency, that was not made pursuant
to an enforceable obligation on an approved and valid Recognized Obligation Payment
Schedule. If such an asset transfer did occur, to the extent not prohibited by state and federal
law, the Controller shall order the available assets to be returned to the successor agency.
Upon receiving that order from the Controller, an affected local agency shall, as soon as
practicable, reverse the transfer and return the applicable assefs to the successor agency. This
section shall not apply to housing assets as defined in subdivision (e) of Section 34176.
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SEC. 16.

Section 34179 of the Health and Safety Code is amended to read:

34179.

(a) Each successor agency shall have an oversight board composed of seven members. The
members shall elect one of their members as the chairperson and shall report the name of the
chairperson and other members to the Department of Finance on or before May 1, 2012.
Members shall be selected as follows:

(1) One member appointed by the county board of supervisors.

(2) One member appointed by the mayor for the city that formed the redevelopment agency.

(3) (4) One member appointed by the largest special district, by property tax share, with territory
in the territorial jurisdiction of the former redevelopment agency, which is of the type of special
district that is eligible to receive property tax revenues pursuant to Section 34188.

(B) On or after the effective date of this subparagraph, the county auditor-controller may
determine which is the largest special district for purposes of this section.

(4) One member appointed by the county superintendent of education to represent schools if the
superintendent is elected. If the county superintendent of education is appointed, then the
appointment made pursuant to this paragraph shall be made by the county board of education.

(5) One member appointed by the Chancellor of the California Community Colleges to represent
community college districts in the county.

(6) One member of the public appointed by the county board of supervisors.

(7) One member representing the employees of the former redevelopment agency appointed by
the mayor or chair of the board of supervisors, as the case may be, from the recognized employee
organization representing the largest number of former redevelopment agency employees
employed by the successor agency at that time. In the case where city or county employees
performed administrative duties of the former redevelopment agency, the appointment shall be
made from the recognized employee organization representing those employees. If a
recognized employee organization does not exist for either the employees of the former
redevelopment agency or the city or county employees performing administrative duties of the
former redevelopment agency, the appointment shall be made from among the employees of
the successor agency. In voting to approve a contract as an enforceable obligation, a member
appointed pursuant to this paragraph shall not be deemed to be interested in the contract by
virtue of being an employee of the successor agency or community for purposes of Section
1090 of the Government Code.

(8) If the county or a joint powers agency formed the redevelopment agency, then the largest city
by acreage in the territorial jurisdiction of the former redevelopment agency may select one
member. If there are no cities with territory in a project area of the redevelopment agency, the
county superintendent of education may appoint an additional member to represent the public.

(9) If there are no special districts of the type that are eligible to receive property tax pursuant to
Section 34188, within the territorial jurisdiction of the former redevelopment agency, then the
county may appoint one member to represent the public.

(10) Where-If a redevelopment agency was formed by an entity that is both a charter city and a
county, the oversight board shall be composed of seven members selected as follows: three
members appointed by the mayor of the city,~where—sueh if that appointment is subject to
confirmation by the county board of supervisors, one member appointed by the largest special
district, by property tax share, with territory in the territorial jurisdiction of the former
redevelopment agency, which is the type of special district that is eligible to receive property tax
revenues pursuant to Section 34188, one member appointed by the county superintendent of
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education to represent schools, one member appointed by the Chancellor of the California
Community Colleges to represent community college districts, and one member representing
employees of the former redevelopment agency appointed by the mayor of the city-where-saeh
an if that appointment is subject to confirmation by the county board of supervisors, to represent
the largest number of former redevelopment agency employees employed by the successor
agency at that time.
(b) The Governor may appoint individuals to fill any oversight board member position described
in subdivision (a) that has not been filled by May 15, 2012, or any member position that remains
vacant for more than 60 days.
(c) The oversight board may direct the staff of the successor agency to perform work in
furtherance of the oversight board’s duties and responsibilities under this part. The successor
agency shall pay for all of the costs of meetings of the oversight board and may include such
costs in its administrative budget. Oversight board members shall serve without compensation or
reimbursement for expenses.
(d) Overs1ght board members their-actionstaken
: r-respensib 2 sht-beas mberss are protected by the
immunities applzcable to publzc entttzes ami publzc employees governed by Part 1
(commencing with Section 810) and Part 2 (commencing with Sectzon 814) of Division 3.6 of
Title 1 of the Government Code.
(e) A majority of the total membership of the oversight board shall constitute a quorum for the
transaction of business. A majority vote of the total membership of the oversight board is
required for the oversight board to take action. The oversight board shall be deemed to be a local
entity for purposes of the Ralph M. Brown Act, the California Public Records Act, and the
Political Reform Act of 1974. All actions taken by the oversight board shall be adopted by
resolution.
(f) All notices required by law for proposed oversight board actions shall also be posted on the
successor agency’s Internet Web site or the oversight board’s Internet Web site.
(2) Each member of an oversight board shall serve at the pleasure of the entity that appomted
such member.
(h) The Department of Finance may rev1ew an over51ght board action taken pu:rsuant to—the—&eé
.&ddi.ﬂo:thlspart A GO ol OFQio bosrd-actions hall-ngt-he

d nein ; t—for—review—by—thedepartment: Wrztten notzce and
mformatzon about all acttons taken by an overs:glzt board shall be provzded to the department
by electronic means and in a manner of the department’s choosing. An action shall become
effective five business days after notice in the manner specified by the department is provided
unless the department requests a review. Each oversight board shall designate an official to
whom the department may make-sueh those requests and who shall provide the department with
the telephone number and e-mail contact information for the purpose of communicating with the
department pursuant to this subdivision.—¥n Except as otherwise provided in this part, in the
event that the department requests a review of a given oversight board action, it shall have-18 40
days from the date of its request to approve the oversight board action or return it to the oversight
board for reconsideration and-sueh the oversight board action shall not be effective until
approved by the department. In the event that the department returns the oversight board action
to the oversight board for reconsideration, the oversight board shall resubmit the modified action
for department approval and the modified oversight board action shall not become effective until
approved by the department. If the department reviews a Recognized Obligation Payment
Schedule, the department may eliminate or modify any item on that schedule prior fo its
approval. The county auditor-controller shall reflect the actions of the department in
determining the amount of property tax revenues to allocate to the successor agency. The
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department shall provide nofice to the successor agency and the county auditor-controller as
to the reasons for its actions. To the extent that an oversight board continues to dispute a
determination with the department, one or more future recognized obligation schedules may
reflect any resolution of that dispute. The department may also agree to an amendment to a
Recognized Obligation Payment Schedule to reflect a resolution of a disputed item; however,
this shall not affect a past allocation of property tax or create a liability for any affected taxing
entity.

(i) Oversight boards 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. Further, the provisions of Division 4 (commencing with Section 1000) of the
Government Code shall apply to oversight boards. Notwithstanding Section 1099 of the
Government Code, or any other law, any individual may simultaneously be appointed to up to
five oversight boards and may hold an office in a city, county, city and county, special district,
school district, or community college district.

(j) Commencing on and after July 1, 2016, in each county where more than one oversight board
was created by operation of the act adding this part, there shall be only one oversight board
appointed as follows:

(1) One member may be appointed by the county board of supervisors.

(2) One member may be appointed by the city selection committee established pursuant to
Section 50270 of the Government Code. In a city and county, the mayor may appoint one
member.

(3) One member may be appomted by the independent special district selection committee
established pursuant to Section 56332 of the Government Code, for the types of special districts
that are eligible to receive property tax revenues pursuant to Section 34188.

(4) One member may be appointed by the county superintendent of education to represent
schools if the superintendent is elected. If the county superintendent of education is appointed,
then the appointment made pursuant to this paragraph shall be made by the county board of
education.

(5) One member may be appomted by the Chancellor of the California Community Colleges to
represent community college districts in the county.

(6) One member of the public may be appointed by the county board of supervisors.

(7) One member may be appointed by the recognized employee organization representing the
largest number of successor agency employees in the county.

(k) The Governor may appoint individuals to fill any oversight board member position described
in subdivision (j) that has not been filled by July 15, 2016, or any member position that remains
vacant for more than 60 days.

(1) Commencing on and after July 1, 2016, in each county where only one oversight board was
created by operation of the act adding this part, then there will be no change to the composition
of that oversight board as a result of the operation of subdivision (b).

(m) Any oversight board for a given successor agency shall cease to exist When all of the
indebtedness of the dissolved redevelopment agency has been repaid.

(n) An oversight board may direct a successor agency to provide additional legal or financial
advice than what was given by agency staff.

(0) An oversight board is authorized to contract with the county or other public or private
agencies for administrative support.

(p) On matters within the purview of the oversight board, decisions made by the oversight
board supersede those made by the successor agency or the staff of the successor agency.

SEC. 17.

26




Section 34179.5 is added to the Health and Safety Code, to read:

34179.5.

(a) In furtherance of subdivision (d) of Section 34177, each successor agency shall employ a
licensed accountant, approved by the county auditor-controller and with experience and
expertise in local government accounting, to conduct a due diligence review to determine the
unobligated balances available for transfer to taxing enfities. As an alternative, an audit
provided by the county auditor-controller that provides the information required by this
section may be used to comply with this section with the concurrence of the oversight board.

(b) For purposes of this section the following terms shall have the following meanings:

(1) “Cash” and “cash equivalents” includes, but is not limited to, cash in hand, bank deposits,
Local Agency Investment Fund deposits, deposits in the city or county treasury or any other
pool, marketable securities, commercial paper, United States Treasury bills, banker’s
acceptances, payables on demand and amounts due from other parties as defined in
subdivision (c), and any other money owned by the successor agency.

(2) “Enforceable obligation” includes any of the items listed in subdivision (d) of Section
34171, contracts detailing specific work to be performed that were entered into by the former
redevelopment agency prior to June 28, 2011, with a third party that is other than the city,
county, or city and county that created the former redevelopment agency, and indebtedness
obligations as defined in subdivision (e) of Section 34171.

(3) “Transferred” means the transmission of money to another party that is not in payment for
goods or services or an investment or where the payment is de minimus. Transfer also means
where the payments are ultimately merely a restriction on the use of the money.

(c) At a minimum, the review required by this section shall include the following:

(1) The dollar value of assets transferred from the former redevelopment agency to the
successor agency on or about February 1, 2012.

(2) The dollar value of assets and cash and cash equivalents tmnsferred after January 1, 2011,
through June 30, 2012, by the redevelopment agency or the successor agency to the city,
county, or city and county that formed the redevelopment agency and the purpose of each
transfer. The review shall pr ovzde documentation of any enforceable obligation that required
the transfer.

(3) The dollar value of any cash or cash equivalents transferred after January 1, 2011,
through June 30, 2012, by the redevelopment agency or the successor agency to any other
public agency or private party and the purpose of each transfer. The review shall provide
documentation of any enforceable obligation that required the transfer.

(4) The review shall provide expenditure and revenue accounting information and 1dentyfy
transfers and funding sources for the 2010-11 and 2011-12 fiscal years that reconciles
balances, assets, and liabilities of the successor agency on June 30, 2012 to those reported to
the Controller for the 200910 fiscal year.

(5) A separate accounting for the balance for the Low and Moderate Income Housing Fund
for all other funds and accounts combined shall be made as follows:

(A) A statement of the total value of each fund as of June 30, 2012.

(B) An itemized statement listing any amounts that are legally restricted as to purpose and
cannot be provided to taxing entities. This could include the proceeds of any bonds, grant
Jfunds, or funds provided by other governmental entities that place conditions on their use.

(C) An itemized statement of the values of any assets that are not cash or cash equivalents.
This may include physical assets, land, records, and equipment. For the purpose of this
accounting, physical assets may be valued at purchase cost or at any recently estimated market
value. The statement shall list separately housing-related assets.
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(D) An itemized listing of any current balances that are legally or contractually dedicated or
restricted for the funding of an enforceable obligation that identifies the nature of the
dedication or restriction and the specific enforceable obligation. In addition, the successor
agency shall provide a listing of all approved enforceable obligations that includes a
projection of annual spending requirements to satisfy each obligation and a projection of
annual revenues available to fund those requirements. If a review finds that future revenues
together with dedicated or restricted balances are insufficient to fund future obligations and
thus retention of current balances is required, it shall identify the amount of current balances
necessary for retention. The review shall also detail the projected property tax revenues and
other general purpose revenues to be received by the successor agency, together with both the
amount and timing of the bond debt service payments of the successor agency, for the period
in which the oversight board anfticipates the successor agency will have insufficient property
tax revenue to pay the specified obligations.

(E) An itemized list and analysis of any amounts of current balances that are needed to satisfy
obligations that will be placed on the Recognized Obligation Payment Schedules for the
current fiscal year.

(6) The review shall total the net balances available after deducting the total amounts
described in subparagraphs (B) to (E), inclusive, of paragraph (5). The review shall add any
amounts that were transferred as identified in paragraphs (2) and (3) of subdivision (c) if an
enforceable obligation to make that transfer did not exist. The resulting sum shall be available
for allocation to affected taxing entities pursuant to Section 34179.6. It shall be a rebuttable
presumption that cash and cash equivalent balances available to the successor agency are
available and sufficient to disburse the amount determined in this paragraph fo taxing entities.
If the review finds that there are insufficient cash balances to transfer or that cash or cash
equivalents are specifically obligated to the purposes described in subparagraphs (B), (D), and
(E) of paragraph (5) in such amounts that there is insufficient cash to provide the full amount
determined pursuant to this paragraph, that amount shall be demonstrated in an additional
itemized schedule.

SEC. 18.

Section 34179.6 is added to the Health and Safety Code, to read:

34179.6.

The review required pursuant to Section 34179.5 shall be submitted to the oversight board for
review. The successor agency shall submit a copy of the Recognized Obligation Payment
Schedule to the county administrative officer, the county auditor-controller, and the
Department of Finance at the same time that the successor agency submits the review to the
oversight board for review.

(@) By October 1, 2012, each successor agency shall provide to the oversight board, the county
auditor-controller, the Controller, and the Department of Finance the results of the review
conducted pursuant to Section 34179.5 for the Low and Moderate Income Housing Fund and
specifically the amount of cash and cash equivalents determined to be available for allocation
to taxing entities. By December 15, 2012, each successor agency shall provide to the oversight
board, the county auditor-controller, the Controller, and the department the results of the
review conducted pursuant to Section 34179.5 for all of the other fund and account balances
and specifically the amount of cash and cash equivalents determined to be available for
allocation to taxing entities. The department may request any supporting documentation and
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review results to assist in its review under subdivision (d). The department may specify the
form and manner information about the review shall be provided to it.
(b) Upon receipt of the review, the oversight board shall convene a public comment session to
take place at least five business days before the .oversight board holds the approval vote
specified in subdivision (c). The oversight board also shall consider any opinions offered by
_ the county auditor-controller on the review results submitted by the successor agencies.
(¢c) By October 15, 2012, for the Low and Moderate Income Housing Fund and by January 15,
2013, for all other funds and accounts, the oversight board shall review, approve, and transmit
to the department and the county auditor-controller the determination of the amount of cash
and cash equivalents that are available for disbursement to taxing entities as determined
according to the method provided in Section 34179.5. The oversight board may adjust any
amount provided in the review to reflect additional information and analysis. The review and
approval shall occur in public sessions. The oversight board may request from the successor
agency any materials it deems necessary to assist in its review and approval of the
determination. The oversight board shall be empowered to authorize a successor agency o
retain assets or funds identified in subparagraphs (B) to (E), inclusive, of paragraph (5) of
subdivision (c) of Section 34179.5. An oversight board that makes that authorization also shall
identify to the department the amount of funds authorized for retention, the source of those
Jfunds, and the purposes for which those funds are being retained. The determination and
authorization to retain funds and assets shall be subject to the review and approval of the
department pursuant to subdivision (d).
(d) The department may adjust any amount associated with the determination of the resulting
amount described in paragraph (6) of subdivision (c) of Section 34179.5 based on its analysis
and information provided by the successor agency and others. The department shall consider
any findings or opinions of the county auditor-controllers and the Controller. The department
shall complete its review of the determinations provided pursuant to subdivision (c) no later
than November 9, 2012, for the Low and Moderate Income Housing Fund and also shall
notify the oversight board and the successor agency of its decision to overturn any decision of
the oversight board to authorize a successor agency to retain assets or funds made pursuant to
subdivision (c). The department shall complete its review of the determinations provided
pursuant to subdivision (c) no later than April 1, 2013, for the other funds and accounts and
also shall notify the oversight board and the successor agency of its decision to overturn any
oversight board authorizations made pursuant to subdivision (c). The department shall provide
the oversight board and the successor agency an explanation of its basis for overturning or
modifying any findings, determinations, or authorizations of the oversight board made
pursuant to subdivision (c).
(e) The successor agency and the entity or entities that created the former redevelopment
agency may request to meet and confer with the department to resolve any disputes regarding
the amounts or sources of funds identified as determined by the department. The request shall
be made within five business days of the transmission, and no later than November 16, 2012,
for the determination regarding the Low and Moderate Income Housing Fund, to the
successor agency or the designated local authority of the department’s determination,
decisions, and explanations and shall be accompanied by an explanation and documentation
of the basis of the dispute. The department shall meet and confer with the requesting party and
modify its determinations and decisions accordingly. The department shall either confirm or
modify its determinations and decisions within 30 days of the request to meet and confer.
() Each successor agency shall transmit to the county auditor-controller the amount of funds
required pursuant to the determination of the department within five working days of receipt
of the notification under subdivision (c) or (e) if a meet and confer request is made. Successor
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agencies shall make diligent efforts to recover any money determined to have been transferred
without an enforceable obligation as described in paragraphs (2) and (3) of subdivision (c) of
Section 34179.5. The department shall notify the county auditor-controllers of its actions and
the county auditor-controllers shall disburse the funds received from successor agencies to
taxing entities pursuant to Section 34188 within five working days of receipt. Amounts
received after November 28, 2012, and April 10, 2013, may be held and disbursed with the
regular payments to taxing entities pursuant to Section 34183.

(2) By December 1, 2012, the county auditor-controller shall provide the department a report
specifying the amount submitted by each successor agency pursuant to subdivision (d) for low-
and moderate-income housing funds, and specifically noting those successor agencies that
failed to remit the full required amount. By April 20, 2013, the county auditor-controller shall
provide the department a report detailing the amount submitted by each successor agency
pursuant to subdivision (d) for all other funds and accounts, and specifically noting those
successor agencies that failed to remit the full required amount.

(h) If a successor agency fails to remit to the county auditor-controller the sums identified in
subdivisions (d) and (f), by the deadlines specified in those subdivisions, the following
remedies are available:

(1) (A) If the successor agency cannot promptly recover the funds that have been transferred
to another public agency without an enforceable obligation as described in paragraphs (2) and
(3) of subdivision (c) of Section 34179.5, the funds may be recovered through an offset of sales
and use tax or property tax allocations to the local agency to which the funds were transferred.
To recover such funds, the Department of Finance may order the State Board of Equalization
to make an offset pursuant to subdivision (a) of Section 34179.8. If the Department of Finance
does not order a sales tax offset, the county auditor-controller may reduce the property tax
allocations to any local agency in the county that fails to repay funds pursuant to subdzvzswn
(c) of Section 34179.8.

(B) The county auditor-controller and the department shall each have the authority to demand
the return of funds improperly spent or transferred to a private person or other private entity.
If funds are not repaid within 60 days, they may be recovered through any lawful means of
collection and are subject to a ten percent penalty plus interest at the rate charged for late
personal income tax payments from the date the improper payment was made to the date the
money is repaid,

(C) If the city, county, or city and county that created the former redevelopment agency is also
performing the duties of the successor agency, the Department of Finance may order an offset
to the distribution provided to the sales and use tax revenue to that agency pursuant to
subdivision (a) of Section 34179.8. This offset shall be equal to the amount the successor fails
to remit pursuant to subdivision (f). If the Department of Finance does not order a sales tax
offset, the county auditor-controller may reduce the property tax allocations of the city,
county, or city and county that created the former redevelopment agency pursuant to
subdivision (c) of Section 34179.8.

(D) The department and the county auditor-controller shall coordinate their actions
undertaken pursuant to this paragraph.

(2) Alternatively or in addition to the remedies provided in paragraph (1), the department may
direct the county auditor-controller to deduct the unpaid amount from future allocations of
property tax to the successor agency under Section 34183 until the amount of payment
required pursuant to subdivision (d) is accomplished.

(3) If the Department of Finance determines that payment of the full amount required under
subdivision (d) is not currently feasible or would jeopardize the ability of the successor agency
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to pay enforceable obligations in a timely manner, it may agree to an installment payment
plan.

(i) (1) If a legal action contesting a withholding effectuated by the State Board of Equalization
pursuant to subparagraphs (B), (C), or (B) and (C) of paragraph (2) of subdivision (b) of
Section 34183.5 is successful and results in a final judicial determination, the court shall
order the state to pay to the prevailing party a penalty equal to a percentage of the amount of
funds found by the court to be improperly withheld, as provided in Section 34179.8. This
percentage shall be equivalent to the number of months the funds have been found by the
court to be improperly withheld, not to exceed 10 percent.

(2) If a legal action contesting an offset effectuated by the State Board of Equalization or the
county auditor-controller pursuant to subdivision (h) is successful and results in a final
Jjudicial determination, the court shall order the state or the county auditor-controller to pay to
the prevailing party a penalty equal to 10 percent of the amount of funds found by the court to
be improperly offset, as provided in Section 34179.8.

() If a legal challenge to invalidate any provision in subdivision (h) or subparagraph (B) or
(C), or subparagraphs (B) and (C) of paragraph (2) of subdivision (b) of Section 34183.5 is
successful and results in a final judicial determination, the invalidated provision shall become
inoperative and subdivision (i) shall become inoperative with respect to the invalidated -
provision.

SEC. 19.

Section 34179.7 is added to the Health and Safety Code, to read:

34179.7.

Upon full payment of the amounts determined in subdivision (d) or (e) of Section 34179.6 as
reported by the county auditor-controller pursuant to subdivision (g) of Section 34179.6 and of
any amounts due as determined by Section 34183.5, or upon a final judicial determination of
the amounts due and confirmation that those amounts have been paid by the county auditor-
controller, the department shall issue, within five business days, a finding of completion of the
requirements of Section 34179.6 to the successor agency. ' :

SEC. 20.

Section 34179.8 is added to the Health and Safety Code, to read:

34179.8.

(a) If an offset or withholding of sales and use tax is ordered by the Department of Finance
pursuant to this part, the State Board of Equalization shall reduce the distribution of sales and use
taxes collected under Chapter 1 (commencing with Section 7200) of Part 1.5 of Division 2 of the
Revenue and Taxation Code to the entity that is the subject of the offset or withholding and shall
direct the Controller to issue a warrant in the amount of any offset pursuant to subdivision (h) of
Section 34179.6 to the county auditor-controller. The county auditor-controller shall distribute
this amount to the taxing entities for the former redevelopment area according to Section 34188.
(b) (1) If a court has issued a final judicial determination or the department determines that some
or all of the amount collected through the offset of sales and use tax has been paid by another
means and no additional amount is owed, the court or the department shall notify the State Board
of Equalization of that determination. Upon notification, the State Board of Equalization shall
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reverse the relevant amount of sales and use tax offset, add any penalty payable under
subdivision (i) of Section 34179.6, and adjust the next distribution of sales and use tax to the
affected local entity by reducing the allocation of tax to the General Fund and increasing the
distribution to the local entity by that sum.

(2) The board shall inform the Controller of the reversal of the offset of sales and use tax
undertaken pursuant to paragraph (1). The Controller shall send a demand for payment to the
county auditor-controller for the amount of the offset reversal, excluding any penalty amount
determined by the court pursuant to subdivision (i) of Section 34179.6 to be applicable to the
offset. The auditor-controller shall reduce allocations to taxing entities in the next distributions
under Section 34188 until the amount of the reversed offset is recovered and shall pay such
recovered amounts to the State Controller for deposit in the General Fund.

(c) (1) If an offset of property tax is ordered by the county auditor-controller pursuant to this
part, the auditor-controller shall reduce the distribution of property taxes to the entity that is the
subject of the offset and shall distribute the amount to the taxing entities for the former
redevelopment area according to Section 34188.

(2) If a court has issued a final judicial determination or the department determines that some or
all of the amount collected through the offset made pursuant to paragraph (1) has been paid by
another means and no additional amount is owed, the court or the department shall notify the
county auditor-controller of that determination. Upon notification, the county auditor-controller
shall reverse the relevant amount of property tax revenues offset in the next distribution of
property tax to the affected local entity by reducing the allocation of tax to the taxing entities of
the former redevelopment area under Section 34188 and increasing the distribution of property
taxes to the local entity that was subject to the offset.

SEC. 21.

Section 34180 of the Health and Safety Code is amended to read:

34180.

All of the following successor agency actions shall first be approved by the oversight board:

(a) The establishment of new repayment terms for outstanding loans where the terms have not
been specified prior to the date of this part. An oversight board shall not have the authority to
reestablish loan agreements between the successor agency and the city, county, or city and
county that formed the redevelopment agency except as provtded in Chapter 9 (commencing
with Section 34191.1).

(b) The issuance of bonds or other indebtedness or the pledge or agreement for the pledge of |

property tax revenues (formerly tax increment pnol to the eﬁ"ectzve date of this part) pursuant
to subdivision (a) of Section 34177.5.

(c) Setting aside of amounts in reserves as required by 1ndentures trust indentures, or similar
documents governing the issuance of outstanding redevelopment agency bonds.

(d) Merging of project areas.

(e) Continuing the acceptance of federal or state grants, or other forms of financial assistance
from either public or private sources,~where if that assistance is conditioned upon the provision
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of matching funds, by the successor entity as successor to the former redevelopment agency, in
an amount greater than 5 percent.

(f) (1) If a city, county, or city and county wishes to retain any properties or other assets for
future redevelopment activities, funded from its own funds and under its own auspices, it must
reach a compensation agreement with the other taxing entities to provide payments to them in
proportion to their shares of the base property tax, as determined pursuant to Section 34188, for
the value of the property retained.

(2) If no other agreement is reached on valuation of the retained assets, the value will be the fair
market value as of the 2011 property tax lien date as determined by-the-county-assesser an
independent appraiser approved by the oversight board.

(2) Establishment of the Recognized Obligation Payment Schedule.

(h) A request by the successor agency to enter into an agreement with the city, county, or city
and county that formed the redevelopment agency that it is succeeding. An oversight board shall
not have the authority to reestablish loan agreements between the successor agency and the
city, county, or city and county that formed the redevelopment agency except as provided in
Chapter 9 (commencing with Section 34191.1). Any actions to reestablish any other
agreements that are in furtherance of enforceable obligations, with the city, county, or city
and county that formed the redevelopment agency are invalid until they are included in an
approved and valid Recognized Obligation Payment Schedule.

(i) A request by a successor agency or taxing entity to pledge, or to enter into an agreement for
the pledge of, property tax revenues pursuant to subdivision (b) of Section 34178.

() Any document submitted by a successor agency to an oversight board for approval by any
provision of this part shall also be submitted to the county administrative officer, the county
auditor-controller, and the Department of Finance at the same time that the successor agency
submits the document to the oversight board.

SEC. 22.

Section 34181 of the Health and Safety Code is amended to read:

34181.

‘The oversight board shall direct the successor agency to do all of the following:
(a) Dlspose of all assets and propert1es of the former 1edevelopment agency-that-were-funded
. H-rev . v edevelo geney; provided, however, that
the over51ght board may 1nstead dlrect the successor agency to transfer ownership of those assets
that were constructed and used for a governmental purpose, such as roads, school buildings,
parks, police and fire stations, libraries, and local agency administrative buildings, to the
appropriate public jurisdiction pursuant to any existing agreements relating to the construction or
use of such an asset. Any compensation to be provided to the successor agency for the transfer of
the asset shall be governed by the agreements relating to the construction or use of that asset.
Disposal shall be done expeditiously and in a manner aimed at maximizing value. Assef
disposition may be accomplished by a distribution of income to taxing entities proportionate to
their property tax share from one or more properties that may be transferred to a public or
private agency for management pursuant to the direction of the oversight board.
(b) Cease performance in connection with and terminate all existing agreements that do not
qualify as enforceable obhgatlons
(c) Transfer housing respensibilitie

apprepﬂa%e-eﬂﬂw assets pursuant to Sectlon 34176

33




(d) Terminate any agreement, between the dissolved redevelopment agency and any public entity
located in the same county, obligating the redevelopment agency to provide funding for any debt
service obligations of the public entity or for the construction, or operation of facilities owned or
operated by such public entity, in any instance where the oversight board has found that early
termination would be in the best interests of the taxing entities.

(e) Determine whether any contracts, agreements, or other arrangements between the dissolved
redevelopment agency and any private parties should be terminated or renegotiated to reduce
liabilities and increase net revenues to the taxing entities, and present proposed termination or
amendment agreements to the oversight board for its approval. The board may approve any
amendments to or early termination of-sueh those agreements-where if it finds that amendments
or early termination would be in the best interests of the taxing entities.

(f) All actions taken pursuant to subdivisions (a) and (c) shall be approved by resolution of the
oversight board at a public meeting after at least 10 days’ notice to the public of the specific
proposed actions. The actions shall be subject to review by the Department of Finance
pursuant to Section 34179 except that the department may extend its review period by up to 60
days. If the department does not object to an action subject to this section, and if no action
challenging an action is commenced within 60 days of the approval of the action by the
oversight board, the action of the oversight board shall be considered final and can be relied
upon as conclusive by any person. If an action is brought to challenge an action involving title
to or an interest in real property, a notice of pendency of action shall be recorded by the
claimant as provided in Title 4.5 (commencing with Section 405) of Part 2 of the Code of Civil
Procedure within a 60-day period.

SEC. 23.

Section 34182 of the Health and Safety Code is amended to read:

34182.

(a) (1) The county auditor-controller shall conduct or cause to be conducted an agreed-upon
procedures audit of each redevelopment agency in the county that is subject to this part, to be
completed by-duly October 1, 2012.

* (2) The purpose of the audits shall be to establish each redevelopment agency’s assets and
liabilities, to document and determine each redevelopment agency’s passthrough payment
obligations to other taxing-ageneies entifies, and to document and determine both the amount
and the terms of any indebtedness incurred by the redevelopment agency-and-eertify pursuant
to the initial Recognized Obligation Payment Schedule.

(3) The county auditor-controller may charge the Redevelopment Property Tax Trust Fund for
any costs incurred by the county auditor-controller pursuant to this part.

(b) By—July—15 October 5, 2012, the county auditor-controller shall provide the Controller’s
office and the Department of Finance a copy of all audits performed pursuant to this section.
The county auditor-controller shall maintain a copy of all documentation and working papers for
use by the Controller.

(¢) (1) The county auditor-controller shall determine the amount of property taxes that would
have been allocated to each redevelopment agency in the county had the redevelopment agency
not been dissolved pursuant to the operation of the act adding this part. These amounts are
deemed property tax revenues within the meaning of subdivision (a) of Section 1 of Article
XIIIA of the California Constitution and .are available for allocation and distribution in
accordance with the provisions of the act adding this part. The county auditor-controller shall
calculate the property tax revenues using current assessed values on the last equalized roll on
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August 20, pursuant to Section 2052 of the Revenue and Taxation Code, and pursuant to
statutory formulas or contractual agreements with other taxing-ageneies entfities, as of the
effective date of this section, and shall deposit that amount in the Redevelopment Property Tax
Trust Fund.

(2) Each county auditor-controller shall administer the Redevelopment Property Tax Trust Fund
for the benefit of the holders of former redevelopment agency enforceable obligations and the
taxing entities that receive passthrough payments and distributions of property taxes pursuant to
this part.

(3) In connection with the allocation and distribution by the county auditor-controller of property
tax revenues deposited in the Redevelopment Property Tax Trust Fund, in compliance with this
part, the county auditor-controller shall prepare estimates of amounts of property tax to be
allocated and distributed; and the amounts of passthrough payments to be made in the
upcoming six-month period, and provide those estimates to both the entities receiving the
distributions and the Department of Finance, no later than-Nevember October 1 and-May April
1 of each year. '

(4) Each county auditor-controller shall disburse proceeds of asset sales or reserve balances,
which have been received from the successor entities pursuant to Sections 34177 and 34187, to
the taxing entities. In making such a distribution, the county auditor-controller shall utilize the
same methodology for allocation and distribution of property tax revenues provided in Section
34188.

(d) By October 1, 2012, the county auditor-controller shall report the following information to
the Controller’s office and the Director of Finance:

(1) The sums of property tax revenues remitted to the Redevelopment Property Tax Trust Fund
related to each former redevelopment agency.

(2) The sums of property tax revenues remitted to each agency under paragraph (1) of
subdivision (a) of Section 34183.

(3) The sums of property tax revenues remitted to each successor agency pursuant to paragraph
(2) of subdivision (a) of Section 34183.

(4) The sums of property tax revenues paid to each successor agency pursuant to paragraph (3) of
subdivision (a) of Section 34183.

(5) The sums paid to each city, county, and special district, and the total amount allocated for
schools pursuant to paragraph (4) of subdivision (a) of Section 34183.

(6) Any amounts deducted from other distributions pursuant to subdivision (b) of Section 34183.
(e) A county auditor-controller may charge the Redevelopment Property Tax Trust Fund for the
costs of administering the provisions of this part.

(f) The Controller may audit and review any county auditor-controller action taken pursuant to
the act adding this part. As such, all county auditor-controller actions shall not be effective for
three business days, pending a request for review by the Controller. In the event that the
Controller requests a review of a given county auditor-controller action, he or she shall have 10
days from the date of his or her request to approve the county auditor-controller’s action or
return it to the county auditor-controller for reconsideration and-suek the county—auditer-
eentreller auditor-controller’s action shall not be effective until approved by the Controller. In
the event that the Controller returns the county auditor-controller’s action to the county auditor-
controller for reconsideration, the county auditor-controller must resubmit the modified action
for Controller approval and-sueh the modified county-auditer-eontreller auditor-controller’s
action shall not become effective until approved by the Controller.

SEC. 24.
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Section 34182.5 is added to the Health and Safety Code, to read:

34182.5.

A county auditor-controller may review the Recognized Obligation Payment Schedules and
‘object to the inclusion of any items that are not demonstrated to be enforceable obligations
and may object to the funding source proposed for any items. This review may take place prior
to the submission of the Recognized Obligation Payment Schedule to the oversight board or
subsequent to oversight board action. The county auditor-controller shall promptly transmit
notice of any of those objections to the successor agency, the oversight board, and the
Department of Finance. Notice shall be given at least 60 days prior to an allocation date
specified in Section 34183, except that for the January 1, 2013 to June 30, 2013 Recognized
Obligation Payment Schedule, notice shall be given no later than October 1, 2012. If an
oversight board dispuftes the finding of the county auditor-controller, it may refer the matter to
the Department of Finance for a determination of what will be approved for inclusion in the
Recognized Obligation Payment Schedule.

SEC. 25.

Section 34183 of the Health and Safety Code is amended to read:

34183,

(a) Notwithstanding any other law, from February 1, 2012, to July 1, 2012, and for each fiscal
year thereafter, the county auditor-controller shall, after deducting administrative costs allowed
under Section 34182 and Section 95.3 of the Revenue and Taxation Code, allocate moneys in
each Redevelopment Property Tax Trust Fund as follows:

(1) Subject to any prior deductions required by subdivision (b), first, the county auditor-
controller shall remit from the Redevelopment Property Tax Trust Fund to each local agency and
school entity an amount of property tax revenues in an amount equal to that which would have
been received under Section 33401, 33492.140, 33607, 33607.5, 33607.7, or 33676, as those
sections read on January 1, 2011, or pursuant to any passthrough agreement between a
redevelopment agency and a taxing-jurisdietion entity that was entered into prior to January 1,
1994, that would be in force during that fiscal year, had the redevelopment agency existed at that
time. The amount of the payments made pursuant to this paragraph shall be calculated solely on
the basis of passthrough payment obligations, existing prior to the effective date of this part and
continuing as obligations of successor entities, shall occur no later than May 16, 2012, and no
later than June 1, 2012, and each January #6 2 and June 1 thereafter. Notwithstanding
subdivision (e) of Section 33670, that portion of the taxes in excess of the amount identified in
subdivision (a) of Section 33670, which are attributable to a tax rate levied by a taxing-ageney
entity for the purpose of producing revenues in an amount sufficient to make annual repayments
of the principal of, and the interest on, any bonded indebtedness for the acquisition or
improvement of real property shall be allocated to, and when collected shall be paid into, the
fund of that taxing-ageney entity. The amount of passthrough payments computed pursuant to
this section, including any passthrough agreements, shall be computed as though the
requirement to set aside funds for the Low and Moderate Income Housing Fund was still in
effect.

(2) Second, on-May16;2012;-and June 1, 2012, and each January-46 2 and June 1 thereafter, to
each successor agency for payments listed. in its Recognized Obligation Payment Schedule for
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the six-month fiscal period beginning January 1, 2012,-e¥ and July 1, 2012, and each January-16
2 and June 1 thereafter, in the following order of priority:

(A) Debt service payments scheduled to be made for tax allocation bonds.

(B) Payments scheduled to be made on revenue bonds, but only to the extent the revenues
pledged for them are insufficient to make the payments and only-where if the agency’s tax
increment revenues were also pledged for the repayment of the bonds. .
(C) Payments scheduled for other debts and obligations listed in the Recogmzed Obligation
Payment Schedule that are required to be paid from former tax increment revenue.

(3) Third, on-May-16;-26812;-and June 1, 2012, and each January-16 2 and June 1 thereafter, to
each successor agency for the administrative cost allowance, as defined in Section 34171, for
administrative costs set forth in an approved administrative budget for those payments required
to be paid from former tax increment revenues.

(4) Fourth, on-May-16;:2812;-and June 1, 2012, and each January-16 2 and June 1 thereafter, any
moneys remaining in the Redevelopment Property Tax Trust Fund after the payments and
transfers authorized by paragraphs (1) to (3), inclusive, shall be distributed to local agencies and
school entities in accordance with Section 34188.

(b) If the successor agency reports, no later than April 1, 2012, and May 1, 2012, and each
December 1 and May 1 thereafter, to the county auditor-controller that the total amount available
to the successor agency from the Redevelopment Property Tax Trust Fund allocation to that
successor agency’s Redevelopment Obligation Retirement Fund, from other funds transferred
from each redevelopment agency, and from funds that have or will become available through
asset sales and all redevelopment operations, are insufficient to fund the payments required by
paragraphs (1) to (3), inclusive, of subdivision (a) in the next six-month fiscal period, the county
auditor-controller shall notify the Controller and the Department of Finance no later than 10 days
from the date of that notification. The county auditor-controller shall verify whether the
successor agency will have sufficient funds from which to service debts according to the
Recognized Obligation Payment Schedule and shall report the findings to the Controller. If the
Controller concurs that there are insufficient funds to pay required debt service, the amount of
the deficiency shall be deducted first from the amount remaining to be distributed to taxing
entities pursuant to paragraph (4), and if that amount is exhausted, from amounts available for
distribution for administrative costs in paragraph (3). If an agency, pursuant to the provisions of
Section 33492.15, 33492.72, 33607.5, 33671.5, 33681.15, or 336885 or as expressly provided in
a passthrough agreement entered into pursuant to Section 33401, made passthrough payment
obligations subordmate to debt service payments required for enforceable obligations, funds for
servicing bond debt may be deducted from the amounts for passthrough payments under
paragraph (1), as provided in those sections, but only to the extent that the amounts remaining to
be distributed to taxing entities pursuant to paragraph (4) and the amounts avallable for
distribution for administrative costs in paragraph (3) have all been exhausted.

(c) The county treasurer may loan any funds from the county treasury fo the Redevelopment
Property Tax Trust Fund of the successor agency for the purpose of paying an item approved
on the Recognized Obligation Payment Schedule at the request of the Department of Finance
that are necessary to ensure prompt payments of redevelopment agency debts. An enforceable
obligation is created for repayment of those loans.

(d) The Controller may recover the costs of audit and oversight required under this part from the
Redevelopment Property Tax Trust Fund by presenting an invoice therefor to the county auditor-
controller who shall set aside sufficient funds for and disburse the claimed amounts prior to
making the next distributions to the taxing—jurisdietions enfifies pursuant to Section 34188.
Subject to the approval of the Director of Finance, the budget of the Controller may be
augmented to reflect the reimbursement, pursuant to Section 28.00 of the Budget Act.
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(e) Within 10 days of each distribution of property tax, the county auditor-controller shall
provide a report to the department regarding the distribution for each successor agency that
includes information on the total available for allocation, the passthrough amounts and how
they were calculated, the amounts distributed to successor agencies, and the amounts
distributed to taxing entities in a manner and form specified by the department. This reporting
requirement shall also apply to distributions required under subdivision (b) of Section
34183.5.

SEC. 26.

Section 34183.5 is added to the Health and Safety Code, to read:

34183.5.

(2) The Legislature hereby finds and declares that due to the delayed implementation of this part
due to the California Supreme Court’s ruling in the case California Redevelopment Association
v. Matosantos et al. (2011) 53 Cal.4th 231, some disruption to the intended application of this
part and other law with respect to passthrough payments may have occurred.

(1) If a redevelopment agency or successor agency did not pay any portion of an amount owed
for the 2011-12 fiscal year to an affected taxing entity pursuant to Section 33401, 33492.140,
33607, 33607.5, 33607.7, or 33676, or pursuant to any passthrough agreement entered into
before January 1, 1994, between a redevelopment agency and an affected taxing entity, and to
the extent the county auditor-controller did not remit the amounts owed for passthrough
payments during the 201112 fiscal year, the county auditor-controller shall make the required
payments to the taxing entities owed passthrough payments and shall reduce the amounts to
which the successor agency would otherwise be entitled pursuant to paragraph (2) of subdivision
(a) of Section 34183 at the next allocation of property tax under this part, subject to the
provisions of subdivision (b) of Section 34183. If the amount of available property tax allocation
to the successor agency is not sufficient to make the required payment, the county auditor-
controller shall continue to reduce allocations to the successor agency under paragraph (2) of
subdivision () of Section 34183 until the time that the owed amount is fully paid. Alternately, -
the county auditor-controller may accept payment from the successor agency’s reserve funds for
payments of passthrough payments owed as defined in this subdivision.

(2) If a redevelopment agency did not pay any portion of the amount owed for the 201112 fiscal
year to an affected taxing entity pursuant to Section 33401, 33492.140, 33607, 33607.5, 33607.7,
or 33676, or pursuant to any passthrough agreement entered into before January 1, 1994,
between a redevelopment agency and an affected taxing entity, but the county auditor-controller
did pay the difference that was owing, the auditor controller shall deduct from the next allocation
of property tax to the successor agency under paragraph (2) of subdivision (a) of Section 34183,
the amount of the payment made on behalf of the successor agency by the county auditor-
controller, not to exceed one-half the amount of passthrough payments owed for the 2011-12
fiscal year. If the amount of available property tax allocation to the successor agency is not
sufficient to make the required deduction, the county auditor-controller shall continue to reduce
allocations to the successor agency under paragraph (2) of subdivision (&) of Section 34183 until
the time that the amount is fully deducted. Alternatively, the auditor-controller may accept
payment from the successor agency’s reserve funds for deductions of passthrough payments
owed as defined in this subdivision. Amounts reduced from successor agency payments under
this paragraph are available for the purposes of paragraphs (2) to (4), inclusive, of subdivision (a)
of Section 34183 for the six-month period for which the property tax revenues are being
allocated.
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(b) In recognition of the fact that county auditor-controllers were unable to make the payments
required by paragraph (4) of subdivision (a) of Section 34183 for the period January 1, 2012,
through June 30, 2012, on January 16, 2012, due to the California Supreme Court’s ruling in the
case of California Redevelopment Association v. Matosantos (2011) 53 Cal.4th 231, in addition
to taking the actions specified in Section 34183 with respect to the June 1 property tax
allocations, county auditor-controllers should have made allocations as provided in paragraph
(1). :

(1) From the allocations made on June 1, 2012, for the Recognized Obligation Payment Schedule
covering the period July 1, 2012, through December 31, 2012, deduct from the amount that
otherwise would be deposited in the Redevelopment Property Tax Trust Fund on behalf of the
successor agency an amount equivalent to the amount that each affected taxing entity was
entitled to pursuant to paragraph (4) of subdivision (a) of Section 34183 for the period January 1,
2012, through June 30, 2012. The amount to be retained by taxing entities pursuant to paragraph
(4) of subdivision (a) of Section 34183 for the January 1, 2012, through June 30, 2012, period is
determined based on the Recognized Obligation Payment Schedule approved by the Department
of Finance pursuant to subdivision (h) of Section 34179 and any amount determined to be owed
pursuant to subdivision (b). Any amounts so computed shall not be offset by any shortages in
funding for recognized obligations for the period covering July 1, 2012, through December 31,
2012.

(2) (A) If an affected taxing entity has not received the full amount to which it was entitled
pursuant to paragraph (4) of subdivision (a) of Section 34183 of the property tax distributed for
the period January 1, 2012, through June 30, 2012, and paragraph (1), no later than July 9, 2012,
the county auditor-controller shall determine the amount, if any, that is owed by each successor
agency to taxing entities and send a demand for payment from the funds of the successor agency
for the amount owed to taxing entities if it has distributed the June 1, 2012, allocation to the
successor agencies. No later than July 12, 2012, successor agencies shall make payment of the
amounts demanded to the county auditor-controller for deposit into the Redevelopment Property
Tax Trust Fund and subsequent distribution to taxing entities. No later than July 16, 2012, the
county auditor-controller shall make allocations of all money received by that date from
successor agencies in amounts owed to taxing entities under this paragraph to taxing entities in
accordance with Section 34183. The county auditor-controller shall make allocations of any
money received after that date under this paragraph within five business days of receipt. These
duties are not discretionary and shall be carried out with due diligence.

(B) If a county auditor-controller fails to determine the amounts owed to taxing entities and
present a demand for payment by July 9, 2012, to the successor agencies, the Department of
Finance or any affected taxing entity may request a writ of mandate to require the county
auditor-controller to immediately perform this duty. Such actions may be filed only in the
County of Sacramento and shall have priority over other civil matters. Any county in which the
county auditor-controller fails to perform the duties under this paragraph shall be subject to a
civil penalty of 10 percent of the amount owed to taxing entities plus 1.5 percent of the amount
owed to taxing entities for each month that the duties are not performed. The civil penalties shall
be payable to the taxing entities under Section 34183. Additionally, any county in which the
county auditor-controller fails to make the required determinations and demands for payment
under this paragraph by July 9, 2012, or fails to distribute the full amount of funds received from
successor agencies as required by this paragraph shall not receive the distribution of sales and
use tax scheduled for July 18, 2012, or any subséquent payment, up to the amount owed to taxing
entities, until the county auditor-controller performs the duties required by this paragraph.

(C) If a successor agency fails to make the payment demanded under subparagraph (A) by July
12, 2012, the Department of Finance or any affected taxing entity may file for a writ of mandate
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to require the successor agency to immediately make this payment. Such actions may be filed
only in the County of Sacramento and shall have priority over other civil matters. Any successor
agency that fails to make payment by July 12, 2012, under this paragraph shall be subject to a
civil penalty of 10 percent of the amount owed to taxing entities plus one and one-half percent of
the amount owed to taxing entities for each month that the payments are not made. Additionally,
the city or county or city and county that created the redevelopment agency shall also be subject
to a civil penalty of 10 percent of the amount owed to taxing entities plus 1.5 percent of the
amount owed to taxing entities for each month the payment is late. The civil penalties shall be
payable to the taxing entities under Section 34183. If the Department of Finance finds that the
imposition of penalties will jeopardize the payment of enforceable obligations it may request the
court to waive some or all of the penalties. A successor agency that does not pay the amount
required under this subparagraph by July 12, 2012, shall not pay any obligations other than bond
debt service until full payment is made to the county auditor-controller. Additionally, any city,
county or city and county that created the redevelopment agency that fails to make the required
payment under this paragraph by July 12, 2012, shall not receive the distribution of sales and use
tax scheduled for July 18, 2012, or any subsequent payment, up to the amount owed to taxing
entities, until the payment required by this paragraph is made.

(D) The Legislature hereby finds and declares that time is of the essence. Funds that should have -
been received and were expected and spent in anticipation of receipt by community colleges,
schools, counties, cities, and special districts have not been received resulting in significant fiscal
impact to the state and taxing entities. Continued delay and uncertainly whether funds will be
received warrants the availability of extraordinary relief as authorized herein.

(3) If an affected taxing entity has not received the full amount to which it was entitled pursuant
to paragraph (4) of subdivision (a) of Section 34183 for the period January 1, 2012, through June
30, 2012, and paragraph (1), the county auditor-controller shall reapply the provisions of
paragraph (1) to each subsequent property tax allocation until such time as the affected taxing
entity has received the full amount to which it was entitled pursuant to paragraph (4) of
subdivision (a) of Section 34183 for the period January 1, 2012, through June 30, 2012.

SEC. 27.

Section 34185 of the Health and Safety Code is amended to réad:

3418s.

Commencing on-May-16,2812 June 1, 2012, and on each January—36 2 and June 1 thereafter,

the county auditor-controller shall transfer, from the Redevelopment Property Tax Trust Fund of
each successor agency into the Redevelopment Obligation Retirement Fund of that agency, an
amount of property tax revenues equal to that specified in the Recognized Obligation Payment
Schedule for that successor agency as payable from the Redevelopment Property Tax Trust Fund
subject to the limitations of-Seetions-34173-and subdivision (I) of Section 34177 and Section
34183.

SEC. 28.

Section 34186 of the Health and Safety Code is amended to read:

34186.
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(a) Differences between actual payments and past estimated obligations on recognized
obligation payment schedules—must shall be reported in subsequent recognized obligation
payment schedules and shall adjust the amount to be transferred to the Redevelopment
Obligation Retirement Fund pursuant to this part. These estimates and accounts shall be subject
to audit by county auditor-controllers and the Controller.

(b) Differences between actual passthrough obligations and property tax amounts and the
amounts used by the county auditor-controller in determining the amounts to be allocated
under Sections 34183 and 34188 for a prior six-month period shall be applied as adjustments
to the property tax and passthrough amounts in subsequent periods as they become known.
County auditor-controllers shall not delay payments under this part to successor agencies or
taxing entities based on pending transactions, disputes, or for any other reason, other than a
court order, and shall use the Recognized Obligation Payment Schedule approved by the
Department of Finance and the most current data for passthroughs and property tax available
prior to the statutory distribution dates to make the allocations required on the dates required.

SEC. 29.

Section 34187 of the Health and Safety Code is amended to read:

34187.

(@) (1) Commencing May 1, 2012, whenever a recognized obligation that had been identified in
the Recognized Payment Obligation Schedule is paid off or retired, either through early payment
or payment at maturity, the county auditor-controller shall distribute to the taxing entities, in
accordance with the provisions of the Revenue and Taxation Code, all property tax revenues that
were associated with the payment of the recognized obligation.

(2) Notwithstanding paragraph (1), the Department of Finance may authorize a successor
agency to retain property tax that otherwise would be distributed to affected taxing entities
pursuant to this subdivision, to the extent the department determines the successor agency
requires those funds for the payment of enforceable obligations. Upon making a
determination, the department shall provide the county auditor-controller with information
detailing the amounts that it has authorized the successor agency to retain. Upon determining
the successor agency no longer requires additional funds pursuant to this subdivision, the
department shall notify the successor agency and the county auditor-controller. The county
auditor-controller shall then distribute the funds in question to the affected taxing entities in
accordance with the provisions of the Revenue and Taxation Code.

(b) When all of the debt of a redevelopment agency has been retired or paid off, the successor
agency shall dispose of all remaining assets and terminate its existence within one year of the
final debt payment. When the successor agency is terminated, all passthrough payment
obligations shall cease and no property tax shall be allocated to the Redevelopment Property
Tax Trust Fund for that agency.

SEC. 30.

Section 34188 of the Health and Safety Code is amended to read:

34188.
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For all distributions of property tax revenues and other moneys pursuant to this part, the
distribution to each taxing entity shall be in an amount proportionate to its share of property tax
revenues in the tax rate area in that fiscal year, as follows:

(a) (1) For distributions from the Redevelopment Property Tax Trust Fund, the share of each
taxing entity shall be applied to the amount of property tax available in the Redevelopment
Property Tax Trust Fund after deducting the amount of any distributions under paragraphs (2)
and (3) of subdivision (&) of Section 34183.

(2) For each taxing entity that receives passthrough payments, that agency shall receive the
amount of any passthrough payments identified under paragraph (1) of subdivision (&) of Section
34183, in an amount not to exceed the amount that it would receive pursuant to this section in the
absence of the passthrough agreement. However, to the extent that the passthrough payments
received by the taxing entity are less than the amount that the taxing entity would receive
pursuant to this section in the absence of a passthrough agreement, the taxing entity shall receive
an additional payment that is equivalent to the difference between those amounts.

(b) Property tax shares of local agencies shall be determined based on property tax allocation
laws in effect on the date of distribution, without the revenue exchange amounts allocated
pursuant to Section 97.68 of the Revenue and Taxation Code, and without the property taxes
allocated pursuant to Section 97.70 of the Revenue and Taxation Code.

(c) The total school share, including passthroughs, shall be the share of the property taxes that
would have been received by school entities, as defined in subdivision (f) of Section 95 of the
Revenue and Taxation Code, in the jurisdictional territory of the former redevelopment agency,
including, but not limited to, the amounts specified in Sections 97.68 and 97.70 of the Revenue
and Taxation Code.

(d) This section shall not be construed to increase any allocations of excess, additional, or
remaining funds that would otherwise have been allocated to cities, counties, cities and
counties, or special districts pursuant to clause (i) of subparagraph (B) of paragraph (4) of
subdivision (d) of Section 97.2, clause (i) of subparagraph (B) of paragraph (4) of subdivision
(d) of Section 97.3, or Article 4 (commencing with Section 98) of Chapter 6 of Part 0.5 of
Division 1, of the Revenue and Taxation Code, had this section not been enacted.

SEC. 31.

‘Section 34189 of the Health and Safety Code is amended to read:

34189,

(a) Commencing on the effective date of this part, all provisions of the Community
Redevelopment Law that depend on the allocation of tax increment to redevelopment agencies,
including, but not limited to, Sections 33445, 33640, 33641, 33645, and subdivision (b) of
Section 33670, shall be inoperative, except as those sections apply to a redevelopment agency
operating pursuant to Part 1.9 (commencing with Section 34192).

)

(b) To the extent that a provision of Part 1 (commencing with Section 33000), Part 1.5
(commencing with Section 34000), Part 1.6 (commencing with Section 34050), and Part 1.7
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(commencing with Section 34100) conflicts with this part, the provisions of this part shall
control. Further, if a provision of Part 1 (commencing with Section 33000), Part 1.5
(commencing with Section 34000), Part 1.6 (commencing with Section 34050), or Part 1.7
(commencing with Section 34100) provides an authority that the act adding this part is restricting
or eliminating, the restriction and elimination provisions of the act adding this part shall control.

G/

(¢) It is intended that the provisions of this part shall be read in a manner as to avoid duplication
of payments.

SEC. 32.

Section 34189.1 is added to the Health and Safety Code, to read:

34189.1.

No party, public or private, may pursue, nor does a court have jurisdiction over, a validation
action with respect to any action of a redevelopment agency or a successor agency to a
redevelopment agency that took place on or after January 1, 2011, unless the Department of
Finance and the Controller, representing interests of the State of California and each of the
taxing entities who could be affected financially by the action, has been properly noticed. All
actions shall be filed in the County of Sacramento.

SEC. 33.

Section 34189.2 is added to the Health and Safety Code, to read:

34189.2.

A successor agency or any party to an enforceable obligation as defined under this part shall

properly notice the state with respect to a validation action involving any enforceable
obligation or matter of title to an asset that belonged to a redevelopment agency. For such an
action to be properly filed, both the Controller and the Director of Finance shall be noticed
and actions shall be filed in the County of Sacramento.

SEC. 34.

Section 34189.3 is added to the Health and Safety Code, to read:

34189.3.

An action contesting any act taken or determinations or decisions made pursuant to this part
or Part 1.8 (commencing with Section 34161) may be brought in superior court and shall be
filed in the County of Sacramento.

SEC. 35.

Chapter 9 (commencing with Section 34191.1) is added to Part 1.85 of Division 24 of the
Health and Safety Code, to read:
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CHAPTER 9. Postcompliance Provisions

34191.1.

The provisions of this chapter shall apply to a successor agency upon that agency’s receipt of
a finding of completion by the Department of Finance pursuant to Section 34179.7.

34191.3.

Notwithstanding Section 34191.1, the requirements specified in subdivision (e) of Section
34177 and subdivision (a) of Section 34181 shall be suspended, except as those provisions
apply to the transfers for governmental use, until the Department of Finance has approved a
long-range property management plan pursuant fo subdivision (b) of Section 34191.5, at
which point the plan shall govern, and supersede all other provisions relating to, the
disposition and use of the real property assets of the former redevelopment agency. If the
department has not approved a plan by January 1, 2015, subdivision (e) of Section 34177 and
subdivision (@) of Section 34181 shall be operative with respect to that successor agency.

341914.

The following provisions shall apply to any successor agency that has been issued a finding of
completion by the Department of Finance:

(a) All real property and interests in real property identified in subparagraph (C) of paragraph
(5) of subdivision (c) of Section 34179.5 shall be transferred to the Community Redevelopment
Property Trust Fund of the successor agency upon approval by the Department of Finance of
the long-range property management plan submitted by the successor agency pursuant to
subdivision (b) of Section 34191.7 unless that property is subject to the requirements of any
existing enforceable obligation.

(b) (1) Notwithstanding subdivision (d) of | Sectzon 34171, upon application by the successor
agency and approval by the oversight board, loan agreements entered into between the
redevelopment agency and the city, county, or city and county that created by the
redevelopment agency shall be deemed to be enforceable obligations provided that the
oversight board makes a finding that the loan was for legitimate redevelopment purposes.

(2) If the oversight board finds that the loan is an enforceable obligation, the accumulated
\interest on the remaining principal amount of the loan shall be recalculated from origination
at the interest rate earned by funds deposited into the Local Agency Investment Fund. The
loan shall be repaid to the city, county, or city and county in accordance with a defined
schedule over a reasonable term of years at an interest rate not to exceed the interest rate
earned by funds deposited into the Local Agency Investment Fund. The annual loan
repayments provided for in the recognized obligations payment schedules shall be subject to
all of the following limitations:

(A) Loan repayments shall not be made prior to the 2013-14 fiscal year. Beginning in the
2013-14 fiscal year, the maximum repayment amount authorized each fiscal year for
repayments made pursuant to this subdivision and paragraph (7) of subdivision (e) of Section
34176 combined shall be equal to one-half of the increase between the amount distributed to
the taxing entities pursuant to paragraph (4) of subdivision (a) of Section 34183 in that fiscal
year and the amount distributed to taxing entities pursuant fo that paragraph in the 2012-13
base year. Loan or deferral repayments made pursuant to this subdivision shall be second in
priority to amounts to be repaid pursuant to paragraph (7) of subdivision (e) of Section 34176.
(B) Repayments received by the city, county or city and county that formed the redevelopment
agency shall first be used to retire any outstanding amounts borrowed and owed to the Low
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and Moderate Income Housing Fund of the former redevelopment agency for purposes of the
Supplemental Educational Revenue Augmentation Fund and shall be distributed fo the Low
and Moderate Income Housing Asset Fund established by subdivision (d) of Section 34176.

(C) Twenty percent of any loan repayment shall be deducted from the loan repayment amount
and shall be transferred to the Low and Moderate Income Housing Asset Fund, after all
- outstanding loans from the Low and Moderate Income Housing Fund for purposes of the
Supplemental Educational Revenue Augmentation Fund have been paid.

(¢c) (1) Bond proceeds derived from bonds issued on or before December 31, 2010, shall be
used for the purposes for which the bonds were sold.

(2) (A) Notwithstanding Section 34177.3 or any other conflicting provision of law, bond
proceeds in excess of the amounts needed to satisfy approved enforceable obligations shall
thereafter be expended in a manner consistent with the original bond covenants. Enforceable
obligations may be satisfied by the creation of reserves for projects that are the subject of the
enforceable obligation and that are consistent with the contractual obligations for those
projects, or by expending funds to complete the projects. An expenditure made pursuant to this
paragraph shall constitute the creation of excess bond proceeds obligations to be paid from the
excess proceeds. Excess bond proceeds obligations shall be listed separately on the Recognized
Obligation Payment Schedule submitted by the successor agency:

(B) If remaining bond proceeds cannot be spent in a manner consistent with the bond
covenants pursuant to subparagraph (A), the proceeds shall be used to defease the bonds or to
purchase those same outstanding bonds on the open market for cancellation.

34191.5.

(@) There is hereby established a Community Redevelopment Property Trust Fund,
administered by the successor agency, to serve as the repository of the former redevelopment
agency’s real properties identified in subpamgmph (C) of paragraph (5) of subdivision (c) of
Section 34179.5.

(b) The successor agency shall prepare a Iong-range property management plan that addresses
the disposition and use of the real properties of the former redevelopment agency. The report
shall be submitted to the oversight board and the Department of Finance for approval no later
than six months following the issuance to the successor agency of the finding of completion. .
(¢) The long-range property management plan shall do all of the following:

(1) Include an inventory of all properties in the trust. The inventory shall consist of all of the
Sfollowing information: '

(A) The date of the acquisition of the property and the value of the property at that time, and
an estimate of the current value of the property. ‘
(B) The purpose for which the property was acquired.

(C) Parcel data, including address, lot size, and current zomng in the former agency
redevelopment plan or specific, community, or general plan.

(D) An estimate of the current value of the parcel including, if available, any appraisal
information.

(E) An estimate of any lease, rental, or any other revenues generated by the property, and a
description of the contractual requirements for the disposition of those funds.

(F) The history of environmental contamination, including designation as a brownfield site,
any related environmental studies, and history of any remediation efforts.

(G) A description of the property’s potential for transit-oriented development and the
advancement of the planning objectives of the successor agency.

(H) A brief history of previous development proposals and activity, including the rental or
lease of property.
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(2) Address the use or disposition of all of the properties in the trust. Permissible uses include
the retention of the property for governmental use pursuant to subdivision (a) of Section
34181, the retention of the property for future development, the sale of the property, or the use
of the property to fulfill an enforceable obligation. The plan shall separately identify and list
properties in the trust dedicated to governmental use purposes and properties retained for
purposes of fulfilling an enforceable obligation. With respect to the use or disposition of all
other properties, all of the following shall apply:

(A) If the plan directs the use or liguidation of the property for a project identified in an
approved redevelopment plan, the property shall transfer to the city, county, or city and
county.

(B) If the plan directs the liquidation of the property or the use of revenues generated from the
property, such ‘as lease or parking revenues, for any purpose other than to fulfill an
enforceable obligation or other than that specified in subparagraph (A), the proceeds from the
sale shall be distributed as property tax to the taxing entities.

(C) Property shall not be transferred to a successor agency, city, county, or city and county,
unless the long-range property management plan has been approved by the oversight board
and the Department of Finance.

SEC. 36.

The Legislature finds and declares as follows:
(a) Certain provisions of Assembly Bill 26 of the 201112 First Extraordinary Session of 2011
(Ch. 5, 2011-12 First Ex. Sess.) are internally inconsistent, or uncertain in their meaning,
with regard to the calculation of the amount to be paid by a county auditor-controller from the
Redevelopment Property Tax Trust Fund to meet passthrough payment obligations to local
agencies and school entities. '
(b) Consistent with the statement in Section 34183 of the Health and Safety Code, as added by
the measure identified in subdivision (a), that the provisions of that section are to apply
“Injotwithstanding any other law,” it was the intent of the Legislature in enacting that
measure that the amount of the passthrough payments that are addressed by that section be
~ determined in the manner specified by paragraph (1) of subdivision (a) of Section 34183 of the
Health and Safety Code, and that the amount so calculated not be reduced or adjusted
pursuant to the operation of any other provision of that measure.

SEC. 37.

If any provision of this act or the application thereof to any person or circumstance is held
invalid, the invalidity shall not affect other provisions or applications of this act which can be
given effect without the invalid provision or application and to this end, the provisions of this
act are severable.

SEC. 38.

There is hereby appropriated up to twenty-two million dollars ($22,000,000) from the General
Fund, for allocation to departments by the Director of Finance in furtherance of the objectives
of this act. Up to two million dollars ($2,000,000) of this amount may be allocated to the
Director of the Trial Court Trust Fund for allocation by the Administrative Office of the
Courts to the Superior Court of California, County of Sacramento for work associated with
Part 1.85 (commencing with Section 34170) of Division 24 of the Health and Safety Code. An
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allocation of funds approved by the Director of Finance under this item shall become effective
no sooner than 30 days after the director files written notification thereof with the
Chairperson of the Joint Legislative Budget Committee, and the chairpersons of the fiscal
committees in each house of the Legislature, or no sooner than any lesser time the
chairperson of the joint committee, or his or her designee, may in each instance determine.

SEC. 39.

No reimbursement is required by this act pursuant to Section 6 of Article XIIIB of the
California Constitution because this act provides for offsetting savings to local agencies or
school districts that result in no net costs to the local agencies or school districts, within the
meaning of Section 17556 of the Government Code.

SEC. 40.

This act is a bill providing for appropriations related to the Budget Bill within the meaning of
subdivision (e) of Section 12 of Article IV of the California Constitution, has been identified
as related to the budget in the Budget Bill, and shall take effect immediately.

SECHONI- ~
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OVERSIGHT BOARD 10 THE SUCCESSOR AGENCY AGENDA REPORT
OF THE WEST COVINA REDEVELOPMENT AGENCY  ItemNo. VI- A
: Date: July 5. 2012

TO: Chdirman and Board Members of the Oversight Board to the Successor
Agency of the West Covina Redevelopment Agency

FROM: Andrew G. Pasmant, City Manager/Executive Director

BY: Christopher J. Chung, Successor Agency Staff Member

SUBJECT: REVIEWOF ASSETS FOR EASTLAND SHOPPING CENTER, LAKES
OFFICE DEVELOPMENT AND WESTIFELD PLAZA (MALL)

RECOMMENDATION:

Staff recommends.“"tha't the Oversight Board to the Successor Agency of the West Covina
Agency Redevelopment Agency receive and file the staff report and recess the regular meeting to
tour properties owned by the former redevelopment agency at the Eastland Shopping Center (8451-
012-907), Lakes Office development (8474-011-942 & 943) and Westfield Plaza (8474-003-915,
918, 928, 929, 931, 932, 933, 934, 935, 939, & 940). .

PURPOSE:

Assembly Bill 1X 26 (AB1X 26) requ—irés the disposition of “assets and properties of the
former redevelopment agency as directed by the oversight board, provided, however, that the

oversight board may instead direct the successor agency to transfer ownership of certain assets

pursuant to subdivision (a) of Section 34181. This report reviews 14 parcels of land owned by
the former redevelopment agency. Staff will provide a brief staff report and provide a tour to
the Oversight Board Members of these properties. To prevent any Brown Act violation
concerns, the Board Member will be caravanned in separate vehicles in groups no larger than 3

Board Members -to the development areas (Eastland Shopping Center, Lakes Office

Development and Westfield Plaza). At specific development areas, staff will provide
additional information and/or clarification, if necessary.

A follow up staff report will be brought back for the Oversight Board consideration and action
at a later special or regular meeting providing the required 10 day public noticing requirement.

BACKGROUND:

Due to legislation known as Assembly Bill 1X 26 (“4B1X 26”) and the Supreme Court’s ruling
in California Redevelopment Association et al v Matosantos et al, all redevelopment agencies
including the City of West Covina Redevelopment Agency were dissolved as of February 1,
2012. : :




On January 10, 2012, the City Council of the City of West Covina (“City”’) adopted
Resolution No. 2012-1 in which the City elected to become the “Successor Agency” to the
former Redevelopment Agency pursuant to ABIX 26 (Part 1.85 of Division 24 of the California
Health and Safety Code). The Successor Agency is charged with selling assets, repaying existing
indebtedness, completing performance of existing contractual obligations and otherwise winding
down the operations of the former redevelopment agency while preserving agency assets for the
benefit of taxing agencies.

On January 17, 2012, the City adopted Ordinance 2226 and Resolutions 2012-10 and 2012-
11, declaring the need for the Community Development Commission (CDC) in the City of
West Covina to function as the City of West Covina Housing Authority and transferring all
duties, powers and responsibilities of the West Covina Housing Authority to the Community
~ Development Commission. On April 19, 2012, the Oversight Board to the Successor

Agency of West Covina Redevelopment Agency authorized the City of West Covina
Community Development Commission (“CDC Housing Authority™) as the successor to the
housing function of the former West Covina ‘Community Development Commission
(redevelopment agency) and directed the Successor Agency to transfer housing responsibilities
and all rights, powers, duties and obligations along with any amounts on deposit in the Low and
Moderate Income Housing Fund to the appropriate entity pursuant to Section 34176. Such transfer
of housing responsibilities, rights, powers, duties and obligations includes any and all housing
assets as provided for in current law and any future amendments thereof. There are no
further actions required with respect to transferring any housing assets.

On June 26, 2012, the California Legislature approved Assembly Bill 1484 (AB 1484). AB 1484
made significant changes to AB1X 26. With respect to the disposition of property, AB 1484
eliminated language pertaining to the disposition of land “funded by tax increment revenues” and
added that “All actions taken pursuant to subdivisions (a) and (c) shall be approved by
resolution of the oversight board at a public meeting after at least 10 days’ notice to the public
of the specific proposed actions. As a result, regardless of funding source, any asset in the
former redevelopment agencies name must be disposed on in accordance with sections 34177

and- 34181 of the -California Health and Safety Code. Staff provided -excerpts -of the newly - . . . = -

amended (AB 1484) Health and Safety Code Sections which are listed in its entirety in
Attachment No. 1 are as follows:

Health and Safety Code 34177 (e) provides that successor agencies are required to,
“Dispose of assets and properties of the former redevelopment agency as directed by the
oversight board, provided, however, that the oversight board may instead direct the
successor agency to transfer ownership of certain assets pursuant to subdivision (a) of
Section 34181. The disposal is to be done expeditiously and in a manner aimed at
maximizing value. Proceeds from asset sales and related funds that are no longer needed
for approved development projects or to otherwise wind down the affairs of the agency,
each as determined by the oversight board, shall be transferred to the county auditor-
controller for distribution as property tax proceeds under Section 34188. The
requirements of this subdivision shall not apply to a successor agency that has been
issued a finding of completion by the Department of Finance pursuant to Section
34179.7.”

Section 34179.7 of the Health and Safety Code states, “Upon full payment of the amounts
determined in subdivision (d) or (e) of Section 34179.6 as reported by the county auditor-
controller pursuant to subdivision (g) of Section 34179.6 and of any amounts due as
determined by Section 34183.5, or upon a final judicial determination of the amounts due
and confirmation that those amounts have been paid by the county auditor-controller, the




department shall issue, within five business days, a finding of completion of the
requirements of Section 34179.6 to the successor agency.”

Under Section 34181 (a) of the California Health and Safety Code, it states that the
oversight board shall direct the successor agency to “Dispose of all assets and properties

of the former redevelopment agency-that-werefunded-by-tax—imerementrevenues—of
the-dissolved-redevelopment-ageney,; provided, however, that the oversight board may

instead_direct the successor _agency to transfer ownership of those assets that were
constructed and used for_a_governmental purpose, such as roads, school buildings,
parks, police and fire stations, libraries, and local agency administrative buildings, to the
appropriate public jurisdiction pursuant to any existing agreements relating to the
construction or use of such an asset. Any compensation to be provided to the successor
agency for the transfer of the asset shall be governed by the agreements relating to the
construction or use of that asset. Disposal shall be done expeditiously and in a manner
aimed at maximizing value. Asset disposition may be accomplished by a distribution of
income to laxing entities proportionate to their property tax share from one or more
properties that may be transferred to a public or private agency for management
pursuant to the direction of the oversight board.”

Under Section 34181 (f) of the California Health and Safety Code, “All actions taken
pursuant to subdivisions (a) and (c) shall be approved by resolution of the oversight
board at a public meeting after at least 10 days’ notice to the public of the specific
proposed actions. The actions shall be subject to review by the Department of Finance
pursuant to Section 34179 except that the department may extend its review period by up
to 60 days. If the department does not object to an action subject to this section, and if no
action challenging an action is commenced within 60 days of the approval of the action
by the oversight board, the action of the oversight board shall be considered final and
can be relied upon as conclusive by any person. If an action is brought to challenge an
action involving title to or an interest in real property, a notice of pendency of action
shall be recorded by the claimant as provided in Title 4.5 (commencmg with Section 405 )
of Part 2 of the Code-of Civil Procedure within a 60-day period.” : .

The Parking Authority of the City of West Covina (“Parking Authority”) was formed on July 26,
1971 (City Council Resolution No. 4415) as a public corporation created under and exercising
powers pursuant to the Parking Law of 1949, Part 2 of Division 18, commencing at Section
32500, of the Street and Highways Code of the State of California.

DISCUSSION:

At the time this report was being prepared, one important factor of consideration was the funding
source of the acquisition of properties as prior to AB 1484, the successor agency was not
required to dispose of any assets or properties not funded by tax increment revenues. However,
upon approval of AB 1484, the funding source of property assets is now irrelevant. The primary
factor in the disposition of property is the intended purpose and current use of the properties and
whether the assets/properties have any encumbrances or agreements that can or cannot be

terminated.

Under Health and Safety Code Section 34177 (e) states that the Successor Agency is required to
“dispose of assets and properties of the former. redevelopment agency as directed by the
oversight board, provided, however. that the oversight board may instead direct the successor
agency to transfer ownership of certain assets pursuant to subdivision (a) of Section 34181.”




Section 34181 (a) states that the “oversight board may instead direct the successor agency to
transfer ownership of those assets that were constructed and used for a governmental purpose.
such as roads. school buildings. parks. and fire stations. to the appropriate public jurisdiction
pursuant to_any existing agreements relating to the construction or use of such an asset.” As
such, any asset that were constructed and used for “governmental purposes,” the Oversight
Board may direct the Successor Agency to transfer such assets to the appropriate public
jurisdiction pursuant to existing agreements relating to the construction or use of such asset. A
public parking facility providing free parking to the public is considered to be a use for
“governmental purposes.” ;

A majority of assets or properties owned by the former redevelopment agency were not acquired
using (or funded by) tax increment revenues, but from City and bond proceeds such as
Certificate of Participations issued through the City’s Parking Authority or from City funds (i.e.
City loans). All assets and properties serve a governmental purpose pursuant to existing
agreements relating to the construction or use of such asset. In considering the above factors, it
appears that all properties listed in this report (i.e. Eastland Shopping Center, Lakes Office
Development and Westfield Plaza) could qualify to be transferred to the appropriate public
jurisdiction (Parking Authority) based on being used for governmental purposes pursuant to
existing agreements relating to the construction or use of such asset.

The former redevelopment agency of the City of West Covina currently retains title (ownership)
to thirty-two (32) individual parcels that make up four (4) different developments. The
developments are called the Eastland Shopping Center, The Lakes Office Development, the
Westfield Plaza (Mall) and the West Covina Sportsplex Site. Fourteen (14) parcels make up the
3 development areas that are discussed herein, while 18 parcels relating to the West Covina
Sportsplex is not discussed in detail herein and will be reviewed at a separate time. In addition,
this report does not address the disposition of any deeds of trust secured by promissory notes,
especially any deeds of trust currently in litigation and will also be addressed. at a separate time
(i.e. Clippinger Chevrolet Dealership, etc.). '

- Eastland Shopping Center: - - - -

The asset/property at the Eastland Shopping Center is comprised of 1 parcel of
approximately 5.83 acres in size (Attachment No. 2). The parcel (“Parcel D”) was
acquired in 1986 from May Centers for the sole purpose of providing “free and non-

~ exclusive public parking facility” to the general public and to patrons of the Eastland
Shopping. Parcel D is subject to an Owner Participation Agreement (OPA), a Public
Parking Facilities Operation Agreement (PPFOA), Grant Deed, and Reciprocal Easement
Agreements (REA’s) restricting the use and operation of the parcel as non-exclusive
public parking. Parcel D is comprised of surface parking stalls, lighting, infrastructure,
curb and gutter, landscaping and ingress and egress (roads and driveways) for the easterly
section of the Eastland Shopping Center.

The OPA was executed on July 27, 1977 and provided for redevelopment of the Eastland
Shopping Center, conveyance of Parcel D (total 6.74 acres) to the Agency, and an
agreement for the Agency that the “use of Parcel D shall be non-exclusive so as to allow
patrons of the retail stores on the Site to use any and all parking facilities located on
Parcel D without charge” for a period of 50 years from the date of conveyance to Agency
(Attachment No. 2 — A).

The Public Parking Facilities Operation Agreement (PPFOA) (Attachment No. 2 — B).
was executed on November 23, 1977 and provides for the Agency to contract with the




Operator to manage, operate and maintain the parking facilities located on Parcel D at no
cost to the Agency, “for the public purpose for which the same is or is to become owned
by the Agency, to wit: for use by the general public as off-street free public parking for
patrons of the Eastland Shopping Center located on Parcels A, B, and C and for patrons
of other businesses in the City of West Covina.” The Operator is obligated to pay for
taxes, duties and fees levied on Parcel D and maintain and make repairs to the parking
facilities in good repair at Operator’s sole expense for a 50 year term (November 23,
2027). :

The Grant Deed of Parcel D (Attachment No. 2 — C) was executed on December 28, 1982
covenants that “the Property shall be used solely for use by the public as off-street free
parking in accordance with the terms of such Operating Agreement, for fifty (50) years
firom the date of this Grant Deed, subject to Grantor’s right to re-purchase and develop it
as hereinabove provided.”

A Reciprocal Easement Agreement (REA) was executed on September 21, 1988 and
encompassed properties owned by the developer, tenants and former redevelopment
agency. There are still unresolved issues related to the REA and the impact is unclear as
to the ability to sell the property. The REA restated the Developer reserved rights under
the Grant Deed and further provided for.a 5 to 1 parking ratio throughout the entire
shopping center (Attachment No. 2 — D). Any party may only make alterations to the
parking areas upon prior written consent of other parties, in their sole and absolute
discretion. Any reduction in parking ratio must be replaced by the party proposing the
reduction. The REA runs with the land and although the 50 year parking covenant as a
-free and non-exclusive public parking facility ends in 2027, the REA appears to survive
in perpetuity and provides for ongoing covenants of reciprocal parking, reciprocal ingress
and egress and a required 5 to 1 parking ratio on Parcel D. According to the REA, it may
only be terminated upon agreement of all affected parties, which is unlikely to ever occur.

The property owner also maintains a first right (but not obligation) to purchase the
-property-at-any-time-however they-havenot-initiated -or exercised such right to-purchase,
as they already currently receiving free parking at no cost to them.

It is staff’s opinion that the agreements, restrictions and encumbrances cannot be
terminated without significant liability to the Successor Agency and Oversight Board.
Considering the numerous agreements that encumber the property and the fact that the
assets cannot be developed or sold for any other purpose other than a parking facility, it is
highly probable that marketing the asset for sale would not yield in any positive offers to
purchase the asset(s) from the Successor Agency. In addition, any disposition not
approved by the related parties could diminish the rights and value of related agreements
and further subject the former redevelopment agency, Successor Agency and Oversight
Board to significant liability.

CONCLUSION: Parcel D is a free public parking facility that was acquired and developed for
the sole governmental public purpose of providing free public parking to the shopping center and
general public. As Parcel D is encumbered by deed restrictions and agreements restricting the
use of land strictly for free public parking purposes and is subject to numerous existing
agreements, Parcel D should be transferred to the City’s Parking Authority to continue the
intended goal of providing free public parking in accordance to existing agreements.




Lakes Office Development:

The property assets at the Lakes Office development are comprised of two (2) parcels of
approximately 4.16 acres in size (Attachment No. 3) and dedicated entirely for parking
related improvements. The two parcels consist of surface parking spaces, one parking
structure on each parcel (2 parking structures total), lighting, infrastructure, curb and
gutter, landscaping and ingress and egress (roads and driveways). The properties are
subject to numerous agreements detailing the development and primarily providing for
the development and reservation of a public parking facility to the general public and to
patrons of Lakes Office Development, Edwards Theater, Edwards Entertainment Center
restaurants and adjacent businesses. The agreements include Lease Agreements,
Disposition and Development Agreements, Indenture of Trust Agreement, -
Reimbursement Agreement, Installment Agreement, Agreement of Sublease, Agreement
Regarding Option, Operating Agreement, reciprocal easement agreements (REA’s),
Implementation Agreements and subsequent numerous amendments. .

The two (2) parcels was initially acquired and developed as a public parking facility by
the Parking Authority based on a November 1, 1973 Parking Facilities Lease between the
City and the Authority. The Parking Authority issued tax-exempt Certificate of
Participation (“COP”) Bonds (Attachment No. 3 — A) to acquire and construct the
improvements and the COP Bonds was later refinanced through 1988 Lease Revenue
Refunding Bonds by the redevelopment agency on August 1, 1988 (Attachment No. 3 -
B). It is important to emphasize that the redevelopment agency obtained ownership of
the asset through lease revenue bond proceeds, which are secured by lease agreements.

On August 1, 1988, the Agency concurrently entered into a Lease Agreement (“Master
Lease”) with the City, whereby the City leased the public parking facilities from the
Agency for an initial 30-year term (August 1, 2018) with eleven (11) additional five-year
extensions (2073). Under Atticle IV, Section 4.1 of the Master Lease (Attachment No. 3
— C), “the Project and the Site shall be used solely for the purpose of providing parking

- and-related-and-incidental uses; and, in case of the portions of the-Project and the Site-
which are not subject to the Developer Sublease, for the purpose of providing parking
which is available to members of the general public.” Furthermore, under the Master
Lease and the Indenture of Trust (between the City and Dai-Ichi Kango Bank of
California), the Bonds will be paid by the City from the lease payments to be made in
accordance to the Master Lease. As such, tax increment revenues are not pledged for
payment of bonds and were not used to fund the initial acquisition and construction of the
public parking facilities asset. - ‘

The Lakes Office Development subleased the public parking facilities from the City
under an Agreement to Sublease, dated August 1, 1988 under the same terms of the
Master Lease of a initial 30 year period with eleven (11) additional five-year extensions
(2073). Under the Agreement to Sublease, the Sublessee leased 25% of all parking
spaces for Lakes office use and manages the remaining 75% of parking under the
Operating Agreement as a parking facility on an non-exclusive basis for the public and
Edwards Entertainment Center (Theater and Restaurants).

Under the Amended and Restated Construction, Operation and Reciprocal Easement
Agreement (“REA”), the Agency covenanted (Attachment No. 3 - D) that Parking
Structure I shall be available for use by the owners of the Watt Parcels and each of their
Occupants and Permittees. The Agency further granted a “nonexclusive easements in
common with the general public without preference or priority, on, over and across




Parking Structure 1 for (i) vehicular parking on and vehicular ingress to and, egress from
Parking Structure I, and (ii) pedestrian access on, over and across Parking Structure I,
as reasonably necessary in connection with the forgoing vehicular parking and access
easements.” The Agency granted the owner of Watt Parcels and each of their Occupants
and Permittees the same nonexclusive easements for Parking Structure II.

Although the numerous agreements encumber the properties as public parking facility,
the Lakes Office Development property owner maintains a right (but not obligation) to
purchase the properties (Agreement Regarding Option) after the bonds are paid in full for
$1,000 for the 25% leased area and full market value for the remaining 75% parking area
based on the existing use as a public parking facility. As such, even if the Oversight
Board directed the Successor Agency to sell such assets, the Successor Agency could not
sell the assets without violating the Agreement Regarding Option and other
encumbrances.

It is staff’s opinion that the agreements, restrictions and encumbrances cannot be
terminated without significant liability to the Successor Agency and Oversight Board.
Considering the numerous agreements that encumber the property, outstanding bond
payments, the fact that the assets cannot be developed or sold for any other purpose other
than a parking facility, it is highly probable that marketing the asset for sale would not
yield in any positive offers to purchase the asset(s) from the Successor Agency. In
addition, any disposition not approved by the related parties could diminish the rights and
value of related agreements and further subject the former redevelopment agency,
Successor Agency and Oversight Board to significant liability.

CONCLUSION: The Lakes Office Development asset is a free public parking facility (not
funded from tax increment revenues) and was acquired and developed for the sole governmental
purpose of providing free public parking to the Lakes Office Development, Edwards Theater,
Lakes Restaurants and surrounding businesses. As the use of the land is restricted for public
parking purposes and is subject to numerous existing agreements, restrictions and encumbrances,

~-the-properties should-betransferred to-the-City’s-Parking -Authority-to-continue-the-intended goal- - - - -~ -

of providing free public parking in accordance to existing agreements.

Westfield Plaza (Mall).

The property assets at the Westfield Plaza are comprised of eleven (11) parcels of
approximately 22.47 acres in size (Attachment No. 4) and dedicated entirely for parking
related improvements. Ten parcels consist of surface parking spaces, lighting,
infrastructure, curb and gutter, landscaping and ingress and egress (roads and driveways).
One parcel consists of a three-story parking structure. The use of all parcels is for public
parking facilities and subject to numerous agreements, except that one parcel owned by
the former redevelopment agency is encumbered by an encroachment permit in which the
former redevelopment agency allowed the California Pizza Kitchen building to encroach

on Agency land.

All eleven (11) parcels was acquired and developed as a public parking facilities by the
Parking Authority. A portion of property within the surface parking came from the City
in a transfer of property with Caltrans which resulted in the closure of California Street
freeway hook off-ramp and the expansion of Vincent Avenue. The Parking Authority
initially issued tax-exempt Certificate of Participation (“COP*) Bonds (Attachment No 3
— A) to acquire and construct the improvements and the COP Bonds were subsequently




financed through a Community Facilities District (“CFD”) No. 1989-1 (Fashion Plaza)
1989 Special Tax Bonds (Attachment 4 — A and 4 - B).

The development of the Westfield West Covina Mall started back in 1972, when the
former Redevelopment Agency (Agency) entered into a Participation Agreement (dated
November 22, 1972) with Sylvan Shulman (Shulman) to develop the mall site. Under the
Participation Agreement, property was conveyed to Shulman for development of the mall
. and the Agency was required to construct a 2,100 space parking garage structure and
surface parking. As part of the Participation Agreement, the Shulman and Agency
entered into a Construction, Operations, and Reciprocal Easement Agreement (REA),
dated November 5, 1973 with the major anchor tenants (Broadway, Bullocks, Penny).
The REA was amended several times and was replaced in the Third Amendment to and
Restatement of Construction, Operations, and Reciprocal Easement Agreement
(“Amended and Restated REA”), dated October 14, 1993. In the Amended and Restated
REA (Attachment 4 — C), property owned by the former Redevelopment Agency was
covenanted as “non-exclusive easements in the Agency Tract for ingress to and egress
from Agency Tract for the passage and parking of vehicles.” The easement granted by
the Agency “continue so long as the Grantee’s Store is in existence or is in the process of
being restored.” Utility easements that serve the development survive in perpetuity.

On July 26, 1989, the West Covina City Council and the Redevelopment Agency
(Agency) approved an Owner Participation Agreement (OPA) between the Agency and
Sylvan S. Shuman/West Covina Associates (developer). Under the OPA, the developer
expanded the Mall and added a new major anchor (May Company), addition of 100,000
sq. ft of mall space, and another 82,000 sq. ft of additional peripheral development. The
use of Parking Facilities granted under the OPA (Attachment No. 4 — D) are “non-
exclusive _easements to use the parking facilities of the Public Improvements for
automobile parking and vehicular and pedestrian access in common with members of the
public entitled to use the same so long as the Reciprocal Easement Agréement jfor the
Shopping Center remains in effect. The parking facilities of the public improvements

- shall-be-devoted-to-and-availablefor use -as public-parking without preference-or priority. - . - . - — .

to any person and shall be subject to such reasonable restrictions and regulations as may
be permitted by applicable tax laws governing the Public Financing.”The total cost
estimated for the project was over $77 million of which $45 million is attributed to the
cost to acquire and construct the public surface parking and relocation of displaced
tenants.

Under the terms of the OPA, debt service was to be paid back through a combination of a
special tax (Mello-Roos) levied on the project (on property owners), sales tax revenues
and tax increment revenues.

It is staff’s opimion that the agreements, restrictions and encumbrances cannot be
terminated without significant liability to the Successor Agency and Oversight Board.
Considering the numerous agreements that encumber the property, outstanding bond
payments, the fact that the assets cannot be developed or sold for any other purpose other
than a parking facility, it is highly probable that marketing the asset for sale would not
yield in any positive offers to purchase the asset. In addition, any disposition not
approved by the related parties could diminish the rights and value of related agreements
and further subject the former redevelopment agency, Successor Agency and Oversight
Board to potential litigation.




CONCLUSION: The properties and assets at the Westfield Plaza are for free public parking
facilities was acquired and developed for the sole governmental purpose of providing free public
parking to the Westfield Plaza and is restricted for public parking purposes and subject to
numerous existing agreements. These properties and assets should be transferred to the City’s
Parking Authority to continue the intended goal of providing free public parking in accordance to
existing agreements. ' |

West Covina Sportsplex Site:

The property assets at the West Covina Sportsplex site are comprised of eighteen (18)
parcels of approximately 156.07 acres in size that are owned by the former
redevelopment agency. In addition, the former redevelopment agency has rights to
developed (84.40 acres) on top of the top deck of the class 3 landfill as a municipal public
golf course under a License Agreement which ownership remains with the former landfill

operator, BKK.

The Oversight Board and Department of Finance approved the West Covina Municipal
Golf Course as an Enforceable Obligation without funding. However, staff is not
prepared to make any recommendations of disposition or development of the properties
and/or assets at his time as staff needs additional time to research and evaluate all
documents and agreements relating the acquisition, source of funding and development of
West Covina Municipal Golf Course. Staff will bring back a separate report regarding
the recommendation of the disposition or development of the parcels of land relating to
the municipal golf course and protected habitat.

* Prepared By:
.
IR By /A __<_; 4

Christopher’J. Chung
CDC Director
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ATTACHMENT NO. 1

CHANGES CONTAINED IN ASSEMBLY BILL 1484

Bold Italicized was added and bold strikeout is eliminated.

SEC. 11.

Section 34177 of the Health and Safety Code is amended to read:
34171,

Successor agencies are required to do all of the following:

(a) Continue to make payments due for enforceable obligations.

(1) On and after February 1, 2012, 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—<e} (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. The enforceable 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.
In recogriition of the fact that the timing of the California Supreme Court’s ruling in the case

_California_Redevelopment _Association v. Matosantes (2011) 53 Cal4th 231 delayed the

preparation by successor agencies and the approval by oversight boards of the January 1,
2012, through June 30, 2012, Recognized Obligation Payment Schedule, a successor agency
may amend the Enforceable Obligation Payment Schedule to authorize the continued payment
of enforceable obligations until the time that the January 1, 2012, through June 30, 2012,
Recognized Obligation Payment Schedule has been approved by the oversight board and by
the Department of Finance.

(2) The Department of Finance and the Controllel shall each have the authority to require any
documents associated with the enforceable obligations to be provided to them in a manner of
their choosing. Any taxing entity, the department, and the Controller shall each have standing to
file a judicial action to. prevent a violation under this part and to obtain injunctive or other
appropriate relief.

(3) Commencing on—-May—i-2842 the date the Recognized Obligation Payment Schedule is
valid pursuant to subdivision (1), only those payments listed in the Recognized Obhgatlon
Payment Schedule may be made by the successor agency f1om the funds spemﬁed in the
Recognized Obligation Payment Schedule. In addition,—eommenein 812 after it
becomes valid, 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 (Part 1 (commencing with Section 33000)). :

(4) Nothing-in the act adding this part is to be construed as preventing a successor agency, with
the prior approval of the oversight board, as described in Section 34179, from making payments




for enforceable obligations from sources other than those listed in the Recognized Obligation
Payment Schedule.
(5) From February 1, 2012, 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. '
(b) Maintain reserves in the amount required by indentures, trust indentures, or similar
documents governing the issuance of outstanding redevelopment agency bonds.
(c) Perform obligations required pursuant to any enforceable obligation.
(d) 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 of a former redevelopment agency. In
making the distribution, the county auditor-controller shall utilize the same methodology for
allocation and distribution of property tax revenues provided in Section 34188.
(e) Dispose of assets and properties of the former redevelopment agency as directed by the
oversight board; provided, however, that the oversight board may instead direct the successor
agency to transfer ownership of certain assets pursuant to subdivision (a) of Section 34181. The
disposal is to be done expeditiously and in a manner aimed at maximizing value. Proceeds from
asset sales and related funds that are no longer needed for approved development projects or to
otherwise wind down the affairs of the agency, each as determined by the oversight board, shall
be transferred to the county auditor-controller for distribution as property tax proceeds under
Section 34188. The requirements of this subdivision shall not apply to a successor agency that
has béen issued a finding of completion by the Department of Finance pursuant to Section
34179.7.
(f) Enforce all former redevelopment agency rights for the benefit of the taxing entities,
including, but not limited to, continuing to collect loans, rents, and other revenues that were due
to the redevelopment agency.
(g) Effectuate transfer of housing functions and assets to the appropriate entity des1gnated
pursuant to Section 34176.
(h) Bxpeditiously wind down the affairs of the redevelopment agency pursuant to the provisions
ofthis-part-and-in-accordance-with-the-direction-of the-oversight board.—— — - — v

or the contractual obligations of the former redevelopment agency .can be transferred to other
parties. Bond proceeds shall be used for the purposes for which bonds were sold unless the
purposes can no longer be achieved, in which case, the proceeds may be used to defease the
bonds. '

(j) Prepare a proposed administrative budget and submit it to the oversight board for its approval.
The proposed administrative budget shall include all of the following:

(1) Estimated amounts for successor agency administrative costs for the upcoming six-month
fiscal period.

(2) Proposed sources of payment for the costs identified in paragraph (1).

(3) Proposals for arrangements for administrative and operations services provided by a city,
county, city and county, or other entity.

(k) Provide administrative cost estimates, from its approved administrative budget that are to be
paid from property tax revenues dep051ted in the Redevelopment Property Tax Trust Fund, to the
county auditor-controller for each six-month fiscal period.

(1) (1) Before each six-month fiscal period, prepare a Recognized Obligation Payment Schedule
in accordance with the requirements of this paragraph. For each recognized obligation, the
Recognized Obligation Payment Schedule shall identify one or more of the following sources of
payment: ’

(A) Low and Moderate Income Housing Fund.

(B) Bond proceeds.

(i) Continue to oversee development of properties until the contracted work has been completed




(C) Reserve balances.

(D) Administrative cost allowance.

(E) The Redevelopment Property Tax Trust Fund, but only to the extent no other funding source
is available or when payment from property tax revenues is required by an enforceable obligation
or by the provisions of this part.

(F) Other revenue sources, including rents, concessions, asset sale proceeds, interest earnings,
and any other revenues derived from the former redevelopment agency, as approved by the
oversight board in accordance with this part.

(2) A Recognized Obligation Payment Schedule shall not be deemed valid unless all of the
following conditions have been met:

(A) A-éraft Recognized Obligation Payment Schedule is prepared by the successor agency for
the enforceable ob11gat1ons of the former redevelopment agency—by—Mareh 012 Fro
Oetobe : e—da 012-the. The initial-draft-ef-that schedule shall prOJeot 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 oblrgate property
tax 1ncrement had—s&eh the a redevelopment agency not been dlssolved and-shall-bereviewed

(B) The-cextified Recognized Obligation Payment Schedule is submitted to and duly approved by
the oversight board. The successor agency shall submit a copy of the Recognized Obligation
Payment Schedule to the county administrative officer, the county auditor-controller, and the
Department of Finance at the same time that the successor agency submits the Recognized
Obligation Payment Schedule to the oversight board for approval.

(C) A copy of the approved Recognized Ob11gat1on Payment Schedule is submitted to the county
auditor-controller and both the Controller’s office and the Department of Finance and be posted
on the successor agency’s Internet Web site.

(3) The Recognized Obligation Payment Schedule shall be forward looking to the next six
months. The first Recognized Obligation Payment Schedule shall be submitted to the
Controller’s office and the Department of Finance by April 15, 2012, for the period of January 1,
2012, to June 30, 2012, inclusive. This Recognized Obligation Payment Schedule shall include

— —all-payments-made -by-the former-redevelopment -agency-between January 1, 2012,-through - — — —.

January 31, 2012, and shall include all payments proposed to be made by the successor agency
from February 1, 2012, through June 30, 2012. 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.

(m) The Recognized: Obhaatlon Payment Schedule for the period of Jarzuary 1, 2013, to June
30, 2013, shall be submitted by the successor agency, after approval by the oversight board, no
later than September 1, 2012. Commencing with the Recognized Obligation Payment Schedule
covering the period July 1, 2013, through December 31, 2013, successor agencies shall submit
an oversight board-approved Recognized Obligation Payment Schedule to the Department of
Finance and to the county auditor-controller no fewer than 90 days before the date of property
tax distribution. The Department of Finance shall make its determination of the enforceable
obligations and the amounts and funding sources of the enforceable obligations no later than
45 days after the Recognized Obligation Payment Schedule is submitted. Within five business
days of the department’s determination, a successor agency may request additional review by
the department and an opportunity to meet and confer on disputed items. The meet and confer
period may vary; an untimely submittal of a Recognized Obligation Payment Schedule may
result in a meet and confer period of less than 30 days. The department shall notify the
successor agency and the county auditor-controllers as to the outcome of its review at least 15
days before the date of property tax distribution.




(1) The successor agency shall submit a copy of the Recognized Obligation Payment Schedule
to the Department of Finance electronically, and the successor agency shall complete the
Recognized Obligation Payment Schedule in the manner provided for by the department. A
successor agency shall be in noncompliance with this paragraph if it only submits to the
department an electronic message or a letter stating that the oversight board has approved a
Recognized Obligation Payment Schedule.

(2) If a successor agency does not submit a Recognized Obligation Payment Schedule by the
deadlines provided in this subdivision, the city, county, or city and county that created the
redevelopment agency shall be subject to a civil penalty equal to ten thousand dollars
($10,000) per day for every day the schedule is not submitted to the department. The civil
penalty shall be paid to the county auditor-controller for allocation to the taxing entities under
Section 34183. If a successor agency fails to submit a Recognized Obligation Payment
Schedule by the deadline, any creditor of the successor agency or the Department of Finance
or any affected taxing entity shall have standing to and may request a writ of mandate to
require the successor agency to immediately perform this duty. Those actions may be filed only
in the County of Sacramento and shall have priority over other civil matters. Additionally, if
an agency does not submit a Recognized Obligation Payment Schedule within ten days of the
deadline, the maximum administrative cost allowance for that period shall be reduced by 25
percent.

(3) If a successor agency fuils to submit to the department an oversight board-approved
Recognized Obligation Payment Schedule that complies with all requirements of this
subdivision within five business days of the date upon which the Recognized Obligation
Payment Schedule is to be used to determine the amount of property tax allocations, the
department may determine if any amount should be withheld by the county auditor-controller
for payments for enforceable obligations from distribution fo taxing entities, pending approval
of a Recognized Obligation Payment Schedule. The county auditor-controller shall distribute
the portion of any of the sums withheld pursuant to this paragraph fo the affected taxing
entities in accordance with paragraph (4) of subdivision (a) of Section 34183 upon notice by
the department that a portion of the withheld balances are in excess of the amount of
enforceable obligations. The county auditor-controller shall distribute withheld funds to the

-successor-agency-only -in--accordance--with- -a--Recognized -Obligation Payment—Schedule — - —-——- -

approved by the department. County auditor-controllers shall lack the authority to withhold
any other amounts from the allocations provided for under Section 34183 or 34188 unless
required by a court order. '

(n) Cause a postaudit of the financial transactions and records of the successor agency to be
made at least annually by a certified public accountant. '

SEC. 19.

Section 34179.7 is added to the Health and Safety Code, to read:
34179.7.

Upon full payment of the amounts determined in subdivision (d) or (e) of Section 34179.6 as
reported by the county auditor-controller pursuant to subdivision (g) of Section 34179.6 and of
any amounts due as determined by Section 34183.5, or upon a final judicial determination of
the amounts due and confirmation that those amounts have been paid by the county auditor-
controller, the department shall issue, within five business days, a finding of completion of the
requirements of Section 34179.6 to the successor agency.




SEC. 22.

Section 34181 of the Health and Safety Code is amended to read:
34181.

The oversight board shall direct the successor agency to do all of the following:

(a) Dispose of all assets and properties of the former redevelopment agency-that-werefunded
by-tax-inerement-revenues-of-the-disselved-redevelopment-ageney; provided, however, that
the oversight board may instead direct the successor agency to transfer ownership of those assets
that were constructed and used for a governmental purpose, such as roads, school buildings,
parks, police and fire stations, libraries, and local agency administrative buildings, to the
appropriate public jurisdiction pursuant to any existing agreements relating to the construction or
use of such an asset. Any compensation to be provided to the successor agency for the transfer of
the asset shall be governed by the agreements relating to the construction or use of that asset.
Disposal shall be done expeditiously and in a manner aimed at maximizing value. Asset
disposition may be accomplished by a distribution of income fo taxing entities proportionate to
their property tax share from one or more properties that may be transferred to a public or
private agency for management pursuant to the direction of the oversight board.

(b) Cease performance in connection with and terminate all existing agreements that do not
qualify as enforceable obligations.

(c) Transfer housmg—fespeﬂsibﬂit%es—emf
aﬂﬁeﬁfme—enﬁﬁl assets pursuant to Sectlon 34176

(d) Terminate any agreement, between the dissolved redevelopment agency and any public entity
located in the same county, obligating the redevelopment agency to provide funding for any debt
service obligations of the public entity or for the construction, or operation of facilities owned or
operated by such public entity, in any instance where the oversight board has found that early
termination would be in the best interests of the taxing entities.

(e) Determine whether any contracts, agreements, or other arrangements between the dissolved

___redevelopment agency and any private parties should be terminated or renegotiated to reduce

liabilities and increase net revenues to the taxing entities, and present proposed termination or
amendment agreements to the oversight board for its approval. The board may approve any
amendments-to or early termination of-sueh those agreements-where if it finds that amendments
or early termination would be in the best interests of the taxing entities.

(f) All actions taken pursuant to subdivisions (a) and (c) shall be approved by resolution of the
oversight board at a public meeting after at least 10 days’ notice to the public of the specific
proposed actions. The actions shall be subject to review by the Department of Finance
pursuant to Section 34179 except that the department may extend its review period by up to 60
days. If the department does not object to.an action subject to this section, and if no action
challenging an action is commenced within 60 days of the approval of the action by the
oversight board, the action of the oversight board shall be considered final and can be relied

upon as conclusive by any person. If an action is brought to challenge ar action involving title

to or an interest in real property, a notice of pendency of action shall be recorded by the
claimant as provided in Title 4.5 (commencing with Section 405) of Part 2 of the Code of Civil
Procedure within a 60-day period.
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ATTACHMENT NO. 2 - A

~ Excerpt of

Property Owner Participation, Purchase
and Sale Agreement
(OPA)

Dated July 27, 1977

F or:

BEASTLAND SHOPPING CENTER
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"RECEIVED
JuL 2971977

CITY CLERK'S OFFICE
CITY OF WEST COVINA

‘EASTLAND REDEVELOPMENT PROJECT

WEST COVINA, CALIFORNIA

o PROPERTY OWNER PARTICIPATION,
PURCHASE AND REDEVELOPMENT. AGREEMENT

(ﬁ> : By and Between

R

WEST COVINA REDEVELOPMENT AGENCY,

Agency

and

7The, MAY STORES SHOPPING CENTERS, INC.

Participant




~—

E. [§ 405] Effect of Violation of the Terms
and Provisions of this Agreement
After Completion of Construction

This Agreement and the covenants with the. land contained herein
shall run in favor of the Agency and the .City of West Covina without
regard to whether the Agency or the City of West Covina has been, re-
mains, or is an owner of any land or interest therein in the Site, -
any parcel, or in the Project area. The Agency and the City of West
Covina shall have the right if the Agreement or covenants .are breach-
ed, to exercise all rights and remedies, and to maintain any actions
or suits at law or in equity or other proper proceedings to enforce
the curing of such breaches to which the Agency or the City may be
entitled. Wherein covenants are binding on third parties, Partici-
pant shall urge and promote compliance but shall not be llable for
non—compllance by such third parties.

F. [5'406] Use of Parcel D for Parking Purposes

The Agency 1is purcha51ng ParceljD in order to use it for
parking purposes. Said Parcel shall be devoted to such- use
for a period of fifty (50) vears from the date of conveyance
of said Parcel to the Agency. The use of Parcel D for parking
shall be non-exclusive so as to allow patrons of the retail
stores on the Site to use any and all parking fac1llu1es locatnd cn

Parcel D without charge.:

The Agency further agrees-that portions of Parcel D may be
used as a park and ride facility, and that such use shall not
‘be significantly more than the extent and scope as such Parcel

JAs currently used as a park and ride fac1llty T o

The parties acknowledge that damages would not be an adeguate

remedy for breach of this provision and it may therefore be
specifically enforced. TIf Agency sells Parcel D it shall do so
subject to this provision and Participants option presented in
Section 606 and shall place both of record prior to sale.

~16=




ATTACHMENT NO.2-B

Excerpt of

Public Parking Facilities Operating Agreement
(“PPFOA”)
Dated November 23, 1977

For:

EASTLAND SHOPPING CENTER




EASTLAND REDCVELOPMENT PROJECT

PUBLIC PARKING FACILITIES OPERATING AGREEMENT

TEIS AGREEMENT, executed in triplicate as of the 2 2/‘"/
day of Y mnifawifii~ « 1977, by and between THE WEST CQOVINA
REDEVELOPMENT AGENCY, a public body, corporate and politic of
the State of California (hereinafter sometimes referred to as
"Agency"), and{MAY STORES SHOFPPING CENTERS, INC., a corporation
doing business under the laws of the State of California

{hereinafter sometimes referxed to as "Operator").

WITNESSETH :.

WHEREAS, Operator is the owner of certain real property
in the City of West Covina, more particularly described as
uparcels A, B, C and E" im a certain "Broperty Owner Participation,
Purchase, and Redevelopment Agreement” entered into between
Agency and Operator and dated July 27 . 1977 (herein-
after sometimes referred. to as the 'Participation Agreement”),
which Parcels are illustrated on the attached Exhibit "aA"; and

WHEREAS, Agency is, or is to hbecome, the owner of certain
- other zazl property in the @ity of West Covina,  mcre particu—
larly described as "Parcel D" in the Participation Agreement,on

which surface parking facilities have been congtructed; and

WEEREE‘TﬂftTis"fhe#intenﬁienwofwﬁgéneynthat such -surface. ; - - L
parking facilities be used and operated so that the public shall :
have the penefit of convenieht,free, off-street public parking

on Parcel D; and

WHEREAS, the operation and management of such parking faci~ ’ - i
1ities in a manner which will produce the desired results present
unusual and difficult problems demanding knowledge and experience;
and ) ‘ : ,

WHEREAS, 'Operator has special experience, competence and
knowledge in the operation and management of such parking faci-
lities; and v .

WHERFEAS, Operator is cperating and managing adjacent parking
facilities on Farcel E, and it is practical to operate and manage
the parking facilities on Parcels D and E jointly. = ‘

NOW, THEREFORE, in consideration of the performance of the
.~ 'mutual promises herein contained at the time and ip the manner
specified, the parties hereto agree as follows:

NOV pm77
SEP 14 1977 '
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+ Section 1. The Parkiﬁg Facilities

«The pa*&lng facilities located on Parcel D to be operated
pursuant to the terms ‘hereocf consist of the parklng facilities
referred to in the recitals hereof. . .

Section 2. Operatlon of Parklng Facilities

‘Agency'hereby contracts with Operator'to manage and opefate
the parking facilities located on Parcel D, together with any

. other parking improvements constructed thereon, for and on behalf

of and at no cost to Agency, for the public purposes for which
the same is or is to become owned by the Agency, to wit: for use
by the general public as off-street free public parking for pat-
rons of the Eastland Shopping Center.located on Parcels A, B,
and C and for patrons of other businesses in the City of West
Covina. Notwithstanding the foregoing,, Operator i permitted

to temporarily use Parcel D or parts of Parcel D for conducting
promotional activities for the Eastland Shopping Center. The
texrm of this Agreement shall commence ¢n the day on which title
to Parcel D is acquired by the Agency. The term of this Agree-
ment shall be for a period of fifty (50) years. Nothing con-
tained in this Agreement shall be construed to permit any use of
Parcel D by Operator other than for the managsment and operation
of the public parking facilities.

Secﬁion 3. Title to Property'

.I‘ Title to all personal property placed on .or about Parcel D
by Operator shall remain in Operator- Title to all personal

‘“'prcparty Hnd- TixXtures. placea b BT about PErcel D L5y Agency shall

remain in Agency. Title to 411 fixtures placed on-'or about
" Parcel D by Operator shall remain in Operatur unless such fixtures

replace fixtures owned by Agency in which event they shall belong -

to Agency.

Sectlon 4. Duties of Operator

Operator shall manage, operate and maintain the parklng
facilities on Parcel D, and all appurtenant improvements thereon
(but not "park and rlde“ facilities or improvements as permitted
in accordance with Section 406 of the Participation Agreement),
for the public purposes for which the same were acguired in
accordance with the standards and subjeci to the controls set
forth herein.

NOY 91977




ATTACHMENT NO.2-C

Excerpt of

Grant Deed
(for Parcel D)
Dated December 27, 1982

For:

EASTLAND SHOPPING CENTER
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T I - . o Y :
. RECORDING REQUEgEED = ) @9 5% g ey e

- THT WEST COVINA REDEWSLOP. T AGENCY - ) T et e
West Covina, California . ﬁ;e‘ - S
AND WHEN RECORDED MAIL TO A b Bl ey L

THE WEST COVINA REDEVELOPMENT AGENCY
1111 Vest Garvey Avenue
West Covina, California 91780

- o - ~__GRANT DEED

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged,

MAY CENTERS, INC., (formezrly known as The May Btores shopping
Centers, Ine. ) & Ml;souri corporation qualified in the Btate of Califoxr-
nia and having its principal ofilce at 611 Olive Street, St. Loudis,’
Missouri 63101, GRANTGCR,

hereby GRANTS to

THE WEST COVINA REDEVELOPMENT AGENCY, & public_body corporate
and politic of the Btate of California, having its “principal office
at 1444 West Garvey Avenue, West Cpvina, California 91750, GRBNTEE,

ALL that certain zeal prope*ty in the City of West Covina, County
of Lps angeles and Btate of California, described in Erhlblt 2 annexed
hereto angd delineated op Exhibit B annexed hereto as "Parcel 4%,

" {hereinafter referred to as "the Property"),

BUBJECT to the epcumbrances listed in Exhibit C annexed hereto,
specifically including the right of Grantor to re-purchase and develop
all or any portion of the Property pursuant to the terms of that certain
Property Owner Participation, Purchase and  Redevelopment Agreemant ba~
tween Grantor “and Grantee listed in said BExhibit C, and Grantee shall
‘not mortgage or otherwise encumber the Property withont the written con-—
sent of Grantor, which consent shall not be unreasonably withheld if any
such encumbrance does not pledge any portion of the Property as security
for any. debt or otherwire restrict its future development, and, in the
event of re-purchase, Grantor shall accept title in the same COhdlthn
as herein granted, subject to such additional encumbrances as are 50
consented to, .

RESERVING to Grantor all rlghts t0 ‘'0il, gas and other mineral and
hydrocarbon substances more than five hundred (500) feet below the
surface of the Property, and Grantee .shall not have the right *o any
such oil, gas or other mineral or hydrocarbon substances more than five .
"""" ‘hundred—(500) fest below the surface of the Property;or-theright—to i

. extract such substances or for any purpose connected therewith, through
any opening orx penetration from the surFace of the Prope ty,

RESERVING to Grantor title to all leLures and DE”SODal property
located on the Property and ownad by Grantor

RESERVING to Grantor all rights and benefits, subject to all con-—
ditions and buxrdens, of +that. certain Public Parking Facilities
Operating Agreement made by Grantor and Grantee. November 23, 1377
(the "Operating Agreement"), for the term of sazid Operating Agreement;
and in accordance therewith, the Property shall be used solely for use
by the public as off-street free publlc parking in accordance with the
terms of such Operating Agreement, for fiity (50) years from the date -
of this Grant Deed, subject to the Grantor's right to re-purchase and —
develop it as hereinabove p*ovzdea,

RESERVING to Grantor all rights and easements in the Property
necessary or appropriate for operation and management of the adjoining
lands owned and operated by Grantor as the Eastland Shopping Center,
including:

(1) +he parking of vehicles and the pas sage of vehicles and
pedestrians on and across the Property for the benefit of the said
Eastland Shopping Center, to and from all abutiting streets and driveways,

{2) installation, maintenance, operation, repair and recomnstruction
of any and all 1mprovemen1.= on the Property, including parking and
traffic control improvements, paving, lighting fixtures, landscaping,
signs, striping and other lmprovements the:eon,

(3) installation, maintenance, operation, repair, reconstruction

v




o . — £ . o : -y
e & u ] o

removal and relocation of underground and above-ground utility systens anmd

appurtenances, including water, sewsr, electrical, gas, telephone and
pther eonduits, cables, pipelines, pedestals, controls and other utiliey
equipment,

and (4) condneting temporary promotional and salas activities on the
Property, in accordance with ordinances of the City of wWest Covina
governing such activities, . .

The limitations, covenants and conditiens herein stated shall be
covenants running with the land for the mutual benefikb of Grantor and Grants
_and their respective sucoessors and assigns, but any and all such covenants
may be modified or terminated by the recording of a mutual agreement of
‘Grantor apd Grantee or their respective successors or assigns.

Tn Witness Whereof, . Grantor has executed this Grant Deed the 27th
day of December , 1882,

-

MAY CENTERS, INC., Grantor

/Q By: 1. - o~
é" GREGORY H. 'GUESD President

L
¢

and  (Fan (Ofrprob—~ ALAN CHARLSON
Assistant BSecretary

STATE OF [TRUSBOD L\
COUNTY OF BT . L-CLS

on Te2oember 1380 hefore me, the undersigned, =
Notary Public in and for said State, personally appeared
Gregory 2. Glass known to me to be <the
President, and , Ctlan. (narigson_ known to me to

be the (ansTa¥  Secretary of Mol Comders, Tong ’

the Corporation that executed the within instrument and .
known to me to be the person{s) who executed the same on '

behalf of the Corporation—thersin-pamed-and-acknowlédged—— - -

to me that such corporation executsd the wiihin instru-
ment pursuant to its by-laws or a resolution of 1its bozrd
of directors ’ - -

¥itness my hand and official seal

m\'nhonp K-@\}L‘Ln") . .

<,

) 'l”’l e )
-Nom/f)"pSH“LLk K. DAvig . o -
) g T RRC STATE e e
SRR ¥ GOMME = OF MISSOUR ' '
ST ey rw” FAPIES 2112004
t s oh LOig op .
Ry h o PN 1y




EXHIBIT A

ALL that property in the City of West Covina, County
of Los Angeles, State of California, denominated Parcel 4
of Parcel Map No. 15316 recorded in the Office of the Re-
corder of Los Angeles Cownky on December 22,1982 in
Book 158 pages 25 and 26, of Parce) Maps.

-
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Exhibit C

Encumbrances op Title to Property

in the City of West Covina, California
Conveyed by May Centers, ine. to

The West Covina Redevelopment Agency

z -2t b LA

1. General and Bpecial County and City Taxes for the Piscal
Year 1982 - 1983, Second Installment not yet due.

2. A waiver in favor of the State of California of any clai
for damages by reason of the location of San Bermardinp Free-
way and other matters, as se€t forth in the following deeds:
(1) Instrument No. 1857, Recorded March 15, 1956 in Book
50604 page 80 of Official Records of Los Angeles
County. .
(2) Instrument No. 4194, Recorded April 11, 1856, in Book'
50860 page 330 of Official Records.
(3) Instrument No. 4195, Recorded April 11, 1856, in Book
50860 page 324 of Official Records.
(4) Instrument No. 4445, Recorded 2ugust 17, 1956 in Book
52058 page 320 of Official Records.
(3) Instrument No. 1202, Recorded FPebruary 13, 1873 in
" Book D5759 page 248 of Official Records.
3. ZEasement in Ffavor of General Telephone Company of California
for right of way for communication facilities, recorded October

.23, 1959 as Instrument Wo. 4691 in Book D-643 page 353 of Qffic~—

ial Records. )

4. Lease to The May Departmeht Stores Company, recorded Novem-~
ber 16, 1959, as Instrument No. 3493 in Book M381 page 207 of
Cfficial Records. .

5. TRights granted to Columbia Savings and Loan Associztion by~
Document No. 1651 recorded July 19, 1966 in Book D3370 page 564
of 0fficial Records and Document No. 1301 recorded March 20,
1968 in Book D-3945 page 96 of Official Records.

B, Inclusion 0f the PEODELLV AH EAsEIand Redsvelopment

Project pursuant to Ordinance No. 1268 of the City
Council of the City of West Covina, adopted July 14,
1975 and recorded July 30, 1975 as Instrument No. ’
3895 in Book M6077 page 572 of Official Records,

7. ©Easements under lezse evidenced by Memorandum of Lease
to Burbro, Inc., recorded September 20, 1977 as Instrument
No. 77-103B425,

8. Property Owner Participation, Purchase and Redevelopment
Agreement between The West Covina Redevelopment Agency and

The May Stores Shopping Centers, Ine., dated July 27, 1877

and July 31, 1977 and Eastland Redevelopment Project Public
Parking Facilities Operating Agreement between the same parties,
dated as of November 23, 1877. )

Exhibit C
Page 1




ATTACHMENT NO.2-D

Excerpt of
Grant of Reciprocal Easement
and

Declaration of Covenants running with the Land
(REA)

Dated September 21, 1988

For:

EASTLAND SHOPPING CENTER
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peveloper and Sportmazt, and (i1L1) the conaant of Povelopor to
cortain provigions contdained in an Agreemant Ec sublespe dzted os
of Rugust 22, 1985 by and betyeen Hay and Chille'a, Incar &
pelaware gorporztlon, @ shorf Ferm of which waz recorded on
December 12, 1885 in the Lop Angeles County; California OCLEicial
Resards o Ipakrument o, §5-1468008. Such Lease, ad amended and
shoplemented, is horelnafher referred to an the "Hay Leasel,

B. peveloper iz the owner.or tembnk, as the cape may be,
of the following intereats in real property lpcated in the City
oF West Covlna, County of Lop Bngeles and Btate of CallEarnias

1. A fee interest in thoge certain parcaels of land
(collectlively, the "Deweloper Parcel”) more particulacly
gasc:%bsd in Erhibit "pR, zktaoched nereto and made a park

erecfy

2. A fee interest in that certaln pareel of land {the
VMervyn'e Pircel®) more partionlsrly descrihed in
SERIbIt "GV, attashed hereto and made 2 port horesfy the
Mervyn's Parcel wea leased by the Developer to Pervints, a
california corporatlon, pursuant to a Ground Lesse (ohe
ngervyntn Leasp”) doted an of Junse 19, 1878, A chard form of
which wap recorded in the QFFicisl Records of Los Angsles
County, California on April 185, 1BEC as Ingtrument Ho, 80-
375560 and :

2. Papements and ather rights in that certaln parceld
of lapnd {the "Aganed Bargel®) mora particularly descxibed In
Pyhibit DY, attathes herecé and made a park hezanf., Dho
Agency Parccl ie cwned in fea Dy the Wept Cowina

iéﬁevetapment«ﬁgenay—t%he~&a§encgﬂéwuawpuhii:“:aaagalcyaant
agancy organized under the Cogmunity Redevelopmenb Ly af
l the State of California; pDavelapar ' interests in the Agenoy

parcel were regerved in chat gerzzin Doed dated as of)
feocnber 27, L9B2 Expm Devaelg
\ wAR PecOrgnd On J4nUaZy 27, J

=r 0 N8 AgERg which dend

8823 in-tre OLL3Cia . ~nBETta Yo
fon Apgeles County, Celifernis dn Ingbrument Ne. B3=110758.

The Developer's intarests 1o the Develaper parenl; the Heryyn's
Parcel and the Agency Parcel are berszipafter referred to ap the
mpayeleperctn Proparty®. Tha Hervin's Faprcel and the Ezancy
PRrcEl are sobject ro certeln sasement rights grant=d Lo Hay im
the lay Leasc. The May Farsal, ¢he Developer Farsel, tha

dervyn ‘s Poreel znd the Ageacy parcel xhall herginafier bo ool
ieakively referred to an the rEaroplsf, and individually a8 2

Hpsrcalr.

. 7The Parcels arc spnklguons and adjacent to each
otHar. Hay and Davaloper iptend ko develap and cpernts thelr
regpective Pzrosls in conjunction with gach other and with the
servyn's Paresl and the Agancy p=recl ap inkegral parks of o
tShopping Center® [as sush texm is nerminafter defined) and known
a5 the Baz%land Shopping Cenbefr. The partl#s ara entering into
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pay Lté proportionate oharsg of the “expunges of the operating
Bgragment, .58 el :;g.'].'qt'er'.'rn with respeat Lo pEYMENT of ‘CoOMnER ACes -

Coptso. gl

5 . Pa L—-k inq hr'ej « e R a' PR, . T n & e .. v "."‘:_ ’ :_: \’

Y 8.4 " Ratlos rhere’ shall bemalptained at all times in
the Shopplng Ceénter sufficlent ‘Parking.Ares to provide pob less.
than Lhive (5) usable ‘parking opasks for-cach . one thopuand, 11,8007
EQUaTE FOGL DE GroBs FADOr ADEd.  me me s e .-

: T
(SRS

s I Fooe - fe s ' L,

S 872 pazkin ‘arna Addttiops.and Delotleonf..: By Farty,
may make alterstions Eb -0l ponetriet aaHrtional Yarking Area on.
their respective:Parcels with:the wprior yritteo pongent..of the :
othor Party.’ Reducticng Ln Parking Areq mAhEll only ocsur in.con-
nection with ot as a result of eonstruction of imprevements. per-
mitted hereunder or as a reontt of exercines of &fhc mower of emi-
nent demain. 2ny such altarablams. or:.additional Parking Area
shall be declgned ko integrate with the then existing bulldings
and improvemente, dnciuding without limitation, scores ang other
g¢acilliies, of tne Shopping Cester, BL1l plans and spe=ificatlons
Eor any' guch” aYterstions or gdditional Parking Brea must be
approved in writing in the manner provided In Article B by all of
khe yarties prior to.-fhe ecamencement .0f construction.

..
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{ J P Developarls INSurance;

Irdempifigation. %

St .14 Pooulfed Coyprases.. Durind the tersi of this
Agreemznt, Developer at.1t5 @XpELER, .shail maintein ‘policlies of
insurance as fallaws: o B

(&)~ Tnaucsnce mgsinst {oss .or damsge ko the

biildings &nd improvements pypon the Developer Farlel by Lire
and €he rigks emhraced. by mreended coyersgl: vandalism and
Ealicious mischisf endorsements .and £fom guch atfisr hisnads
ag pay be povarsd by then gtandezd fall ripx® Inzeraier {in-

i e e Epepifically Elsad - inswrance 4Z avpllable unges Bhe_ . ... ]

Fioed Harispal Insusancs FIQQIAN AS it msy be changsd el
replaced hut exoluding eerthquaks insiratcer provided, how-
ayer, that-i% Davaloper otherylae carries g policy of blan-
ket sarihqugho insurance; the. Dovelopar ‘Bproel phall be.in=-
ciuded under ouch coveragols #Zl1, except £lood and eapkbh~ .
quake ipsgrance, AL &ny: in an emount awfflcient to cover
full replagspont gopk (wlbheuk deproclstlian} of the byl id-
ings and improvements URQk the Dovelepar Parcel [ascluding
tnk copt of excavation and of Fpundatlons holow Ehe level of
flie lowsst bansment figor or, Af thore be ao bapement, halow
the laval of the greund} and to prevent ony co-inguzancs
provislon £rom bocomping effartive, but In any avant, in a&n
amount egusl ko ot 1ZAEt fipety {504} pargent of the fuil
{nguroble value therapE. Bald imsurgnce ahell havo Seanli-
bion, contingant liablilgy and “increased zast of coAskrus-

tion opdorssmonil«
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ATTACHMENT NO. 3 - A

Resolution No. 15

- Parking Authority Resolution approving and authorizing issuance of

Certificate of Participations

November 15, 1985

For:
| LAKES OFFICE DEVELOPMENT
and

FASHION PLAZA PARKING PROJECT
(Westfield Mall)




RESOLUTION NO. 15
"A RESOLUTION OF THE PARKING AUTHORITY OF THE CITY
OF WEST COVINA APPROVING AND AUTHORIZING AND
DIRECTING EXECUTION OF 'FOUR INSTALLMENT SALE .
AGREEMENTS FOR SALE OF LAND AND PUBLIC PARKING
FACILITIES TO THE REDEVELOPMENT AGENCY OF THE CITY
OF WEST COVINA, APPROVING SALE OF FOUR SERIES OF
CERTIFICATES OF PARTICIPATION IN THE AGGREGATE
PRINCIPAL AMOUNT OF $75,605,000, APPROVING OFFICIAL
STATEMENT AND RELATED DOCUMENTS, AND AUTHORIZING
OFFICIAL ACTION.*®

WHEREAS, the Redevelopment Agency of the City of West Covina (the "Agency")
has requested the Parking Authority of the City of West Covina (the "Authority")
to acquire and construct four public parking facilities and related property
(collectively, the "Projects”; individually, a "Project™) described generally as
follows:

Description Location

1. The Atrium Parking Facility Glendora Avenue/State Street

2. The Development Research Vincent Avenue/Garvey Avenue
Corporation (DRC Parking Facility)

3. The Fashion Plaza Expansion Vincent Avenue/West Covina
Parking Facility Parkway

4. The Eastland Center Parking Barranca Street/Workman
Facility Avenue/San Bernardino Freeway

WHEREAS, the Projects are proposed to be acquired by the Agency from the
Authority for the aggregate principal purchase price of $75,605,000, to be paid
in installments together with interest on the unpaid principal balance pursuant
to four separate instaliment Sale Agreements each relating to a separate Project
and each dated as of November 1, 1985, between the Agency and The Authority
(collectively, the "Installment Sale Agreements"); and

WHEREAS, the Agency's obligations under the Installment Sale Agreements are
special obligations Timited selely to the revenues and ampunts described there-
in, including investment earnings on funds pending their use, payments to be
made by _developers_and drawings nndpn;ﬁuunmsepanaie_inneyocable_dinecizpay

letters of credit issued by Security Pacific National Bank; and

WHEREAS, the Authority proposes to finance all such acquisition and con-
struction by assigning to Dai-Ichi Kangyo Bank of California, as trustee, (the
"Trustee") certain rights of the Authority under each of the respective Install-
ment Sale Agreements, pursuant to four separate Assignment Agreements, each
dated as of November 1, 1985, and each by and between the Authority and the
Trustee (collectively, the "Assignment Agreements"); and

WHEREAS, the Authority, the Agency and the Trustee propose to enter into
four separate Trust Agreements, each dated as of November 1, 1985, and each
relating to the financing of a separate Project (collectively, the "Trust Agree-
ments") whereby the Trustee agrees to execute and deliver four series of certain
Certificates of Participation in the aggregate principal amount of $75,605,000
(collectively, the "Certificates"), evidencing the proportionate interests of
the owners thereof in installment payments made by the Agency under the re-
spective Installment Sale Agreements; and

WHEREAS, Rauscher Pierce Refsnes, Inc. and Security Pacific Capital Markets
Group (Security Pacific National Bank) as underwriter (the "Underwriter™) have
proposed to submit an offer to purchase said Certificates of Participation pur-




suant to that certain Contract of Purchase in substantially the form on file
with the Secretary of the Agency, among the Authority, the Agency and the
Trustee (the "Contract of Purchase™), and have heretofore caused to be prepared
a Preliminary Official Statement describing said Certificates of Participation;
and

WHEREAS, the'Authority approves of said transactions in the public rede-
velopment purposes of the Authority;

NOW, THEREFORE, BE IT RESOLVED by the Parking Authority of the City of West
Covina as follows:

Section 1. Installment Sale Agreements. The Authority hereby approves the
sale of each of the Projects to the Agency pursuant to each of the Installiment
Sale Agreements, in substantially the respective forms on file with the Secre-
tary together with any additiens thereto or changes therein deemed necessary or
advisable by the General Manager. The Chairman and the Secretary of the
Authority are hereby authorized and directed to execute, attest and affix the
seal of the Authority to each of said agreements for and in the name and on be-
half of the Authority. The Authority hereby authorizes the delivery and perfor-
mance of each of said agreements.

Section 2. Trust Agreements. The Authority hereby approves and authorizes
the delivery and performance of each of the Trust Agreements, in substantially
the respective forms on file with the Secretary together with any additions
thereto or changes therein .deemed necessary or advisable by the General Manager.
The Chairman and the Secretary of the Authority are hereby authorized and ]
directed to execute, attest and affix the seal of the Authority to each of said
agreements for and in the name and on behalf of the Authority.

Section 3. Assignment Agreements. The Authority hereby approves and
authorizes the delivery and performance of each of the Assignment Agreements, in
substantially the respective forms on file with the Secretary together with any
additions thereto or changes therein deemed necessary or advisable by the
General Manager. The Chairman and the Secretary of the Authority are hereby
authorized and directed to execute, attest and affix the seal of the Authority
to each of said agreements for and in the name and on behalf of the Authority.

Section 4. Sale of Certificates. The Authority hereby authorizes the sale
of each of 'the following four series of Certificates of Participation, in the
following respective principal amounts:

Designation of Principal
Certificates __Amount

1. Certificates of Participation $ 7,750,000
(Atrium Parking Project),
Series A ’

2. Certificates of Participation $ 7,355,000
(DRC Parking Project),
Series B

3. Certificates of Participation $34,670,000
(Fashion Plaza Parking Project),
Series C

4, Certificates of Participation $25,830,000
(Eastland Parking Project),
" Series D .

The Certificates shall be sold to the Underwriter for the purpose of providing
funds to be applied to the financing of the acquisition and construction of the
respective Projects. The Certificates shall be sold pursuant to the Contract of
Purchase, in substantially the form on file with the Secretary of the Authority,
which agreement is hereby approved together with any additions thereto or




changes therein deemed necessary or advisable by the General Manager. The
General Manager is hereby authorized and directed to execute the Contract of
Purchase upon presentation of any offer by the Underwriter to purchase the Certi-
ficates which is acceptable te the General Manager; provided, however, that the
purchase price shall be ninety-eight and three-quarters percent (98-3/4%) of the
par amount thereof. The. General Manager is hereby delegated the authority to
approve the terms of any offer by the Underwriter to purchase the Certificates,
provided that such offer is in form and substance acceptable to the General
Manager and is within the limitations set forth in this Section 4.

Section 5. Official Statement. The Authority hereby approves the Preli-
minary Official Statement describing the Certificates, in substantially the form
submitted by the Underwriter and on file with the Secretary, together with any
changes therein or additions thereto deemed advisable by the General Manager.
Distribution of the Preliminary Official Statement by the Underwriter is hereby
ratified and approved. The Authority hereby authorizes the distribution of the
Final Official Statement by the Underwriter. The General Manager is hereby
authorized and directed to approve any changes in or additions to a final form
of said Official Statement deemed advisable by the General Manager, and to
execute said Final Official Statement for and in the name and on behalf of the
Authority.

Section 6. Official Action. A1l actiens heretofore taken by the officers
and agents of the Authority with respect to the purchase of the Projects and the
sale of the Certificates are hereby approved, confirmed and ratified. The
General Manager, the Chairman, the Secretary, the Treasurer and any and all
other officers of the Authority are hereby authorized and directed, for and in
the name and on behalf of the Authority, to do any and all things and take any
and all actions, including execution and delivery of any and all assignments,
certificates, requisitions, agreements, notices, consents, instruments of convey-
ance, warrants and other documents, which they, or any of them, may deem neces-
sary or advisable in order to consummate the lawful purchase, sa1e and financing
of the Project pursuant to the agreements descr1bed herein.

Section 7. The Secretary shall cert1fy to the adoption of this resolution.
APPROVED AND ADOPTED this 18th day of November, 1985.

C Oeted L QW oy

Chairman
ATTEST:
CﬁﬁééaLAfé'ﬁxfj;%zzv ~g¢9;1;;2§;ffil
Secretary

I HEREBY CERTIFY that the foregoing Resolution No 15 was duly adopted by
the Parking Authority of the City of West Covina at an adjourned regular meeting
thereof held on the 18th day of November, 1985 by the following vote:

AYES:  Bacon, Manners, Chappe]] Shearer
NOES:  None

" ABSENT: Tennant

ABSTAIN: None

V42, . céj;i::%”:

Secretary

omes Hall HiTll & White, A
Professional Law Corporation, as
Authority Special Counsel




ATTACHMENT NO.3-B

Resolution No. 8202
Resolution of the City Council of the City of West Covina

authorizing the issuance and sale of $7,750,000 Lease Revenue Refunding
Bonds, Sublease Agreement and Operating Agreement

Dated June 27, 1988

For:

LAKES OFFICE DEVELOPMENT




RESOLUTION NO. 8202

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WEST
COVINA AUTHORIZING THE ISSUANCE AND SALE OF NOT TO
EXCEED '$7,750,000 PRINCIPAL .AMOUNT OF LEASE REVENUE
REFUNDING ‘BONDS (THE LAKES PUBLIC PARKING PROJECT),
THE SUBLEASE OF LAND AND PARKING IMPROVEMENTS TO
WATT INVESTMENT PROPERTIES, INC, AS DEVELOPER AND
THE OPERATING AGREEMENT WITH DEVELOPER RELATING 7O
SUCH LAND AND PARKING IMPROVEMENTS, APPROVING REIM-
BURSEMENT -AGREEMENT WITH NATIONAL WESTMINSTER ~BANK
AND APPROVING "RELATED DOCUMENTS AND OFFICIAL ACTIONS

WHEREAS, pursuant to the Community Redevelopment Law of the State
of California (the "Law") the Redevelopment Agency of the City of West
Covina (the “Agency*) has previously entered into an Instaliment Sale
Agreement dated as of November 1, 1985 (the “1985 Instaliment Sale
Agreement"), with the Parking Authority of the City .of West Covina (the
“Authority®) whereby the Authority. has agreed to acquire certain land
(the *Site") situated in ‘the Central Business District Redevelopment
Project Area of the Agency (the "Project Area*) and build certain
public parking facilities and related and appurtenant facilities and
property (the “Project") thereon, and to sell the Project and the Site

to the Agency; and

WHEREAS, under the Instaliment Sale Agreement, the Agency is oblq-
gated to pay certain installment payments to the Authority as the pur-
chase price of the Project and the Site; and :

WHEREAS, in order to provide funds to vefinance the Installment Pay-
ments and thereby restructure the financing in 2 manner which is of
benefit to the Agency, the Agency wishes to authorize the {ssuance of
its Redevelopment Agency of the City of West Covina 1988 Lease Revenue
Refunding .Bonds (The Lakes Public Parking Project) in the principal
amount of not to exceed $7,750,000 (the “Bonds™) pursuant to the Law
and the provisions of Article 11 of Chapter 3 of Part 2 of Division 2
of Title 5 of the Government Code of the State of California; and

WHEREAS, the City of West Covina (the "City") proposes to Jease the

§ite and -the Project from the Agency -pursuant —to the Leasz—Agreement —

dated as of August 1, 1988 (the "Lease Agreement”), for the purpose,
afiong others, of providing amounts -sufficient to provide revenues for
the payment of the Bonds and for the purpose of assisting the Agency in
the redevelopment of the Project Area, and ‘the City Council has pre-
viously adopted its ordinance approving the Lease Agreement and author-
jzing and directing the execution thereof; and

WHEREAS, the City proposes to sublease a portion of the Site and
the Project to Watt Investment Properties, Inc., a California corpora-
tion (the *Developer"), pursuant to the Agreement For Sublease of
Portion of Public Facilities dated as of August 1, 1988 (the "Sublease
Agreement'), and to enter into an Operating Agreement for. Portion of
Parking Facilities dated as of August 1, 1988 (the. "Operating Agree-
ment®), with the Developer with respect to the remaining portion of the
Site and the Project; and

WHEREAS, the Bonds are proposed to be secured by an irrevocable
direct-pay letter of credit 1issued by National Westminster Bank PLC,
acting through its San Francisco Overseas Branch {the "Bank"), in favor
of the Trustee for the account of the City, pursuant to the Reimburse-
ment Agreement dated as of August 1, 1988, as secured by the Pledge and
security Agreement dated as of ,August 1, 1988 (collectively, the
'R§1mbursement Agreement"), each by and between the City and the Bank;
an




WHEREAS, Security Pacific Merchant Bank, as .prospective underwriter
of the :Bonds (the "Underwriter"), ‘has informed the City that it intends
to submit an offer to ‘purchase -the Bonds and in connection with the
underwriting of the Bonds the Underwriter has caused to be prepared an
Official Statement describing ‘the ‘Bonds and has proposed :to act as
remarketing :agent with respect ‘to ‘the Bonds -pursuant to the ‘Remarketing
Agreement dated as of :August 1, 1988 (the "Remarketing Agreement"), by
and among the Underwriter, the City and the Agency; and

WHEREAS, the City Council wishes at this time to .authorize all
proceedings relating to the financing .of the Site and the Project, the
sale of the Bonds and the execution and delivery of all related agree-
‘ments and documents to which it is a party;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of
West Covina as follows:

Section 1. Approval of Bonds. Pursuant to Section 33640 of the
Law, the City Council hereby approves issuance of the Bonds by the
Agency, 1in the aggregate principal. amount of not to exceed $7,750,000.

Section 2. Approval of Agreements. ‘The City Council hereby
approves the Reimbursement Agreement, the Remarketing Agreement, the
-Sublease Agreement and the Operating Agreement in substantially the
respective forms on file with the City Clerk together with any changes
therein or additions thereto deemed advisable by the City Manager. The
City Council hereby authorizes and directs the Mayor to execute, and

the City Clerk to countersign and affix the seal of the City to, the

final forms of the Reimbursement Agreement, the Remarketing Agreement,
the Sublease Agreement .and the Operating Agreement for and in the name
of the City.

Section 3. Sale of Bonds; Approval of Purchase Contract. The City
Council hereby approves the sale of the Bonds by negotiation with the
Underwriter, pursuant to the Purchase Contract by and .among the Agency,
the City and the Underwriter, in substantially the form on file with

the ity Clerk together withany <hanges—therein—or—additions—thereto
approved by the City Manager or an authorized representative of the
City ‘Manager, ~The—Purchase Contract shall -be-executed in the -name and
on behalf of the City by the City Manager or an authorized representa-
tive of the City Manager, who is -hereby authorized and directed  to
execute and deliver said form of Purchase Contract on behalf of the
City upon submission of a proposal by the Underwriter to acquire the
Bonds, which proposal 1is acceptable to the City Manager or such
representative.  The purchase price received by the Agency for the
Bonds shall be not less than ninety-eight percent (98%) of the par
amount thereof and the net effective rate of interest to be borne by
the Bonds during the initial interest period shall not “exceed eight
percent (8%) per annum.

Section 4. Official Statement. The City Council hereby approves
the preliminary Official Statement describing the Bonds, in the form
submitted by the Underwriter and on file with the City Clerk together
with any changes therein or additions thereto deemed advisable by the
City Manager or an authorized representative of the City Manager. The
City Council approves and authorizes the distribution by the Under-
writer of said preliminary Official Statement to prospective purchasers
of the Bonds. The City Manager or an authorized representative of the
City Manager is hereby authorized and directed to approve any changes
in or additions to a final form of said Official Statement deemed advis-
able by the City Manager or such representative. The City Council
hereby authorizes the distribution of the final Official Statement by

the Underwriter. A
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Section 5. Official Actions. The Mayor, the City Manager, the
Assistant City Manager, the City Clerk, and all other officers of the
City are each authorized and directed in the pame and on behalf .of the
City to make any and all assignments, certificates, requisitions, agree-
ments, notices, consents, instruments of conveyance, warrants and other
documents, which they or any of them might deem necessary or appro-
priate in order to .consummate any of the transactions contemplated by
the documents approved pursuant to this Resolution. Whenever in this
resolution any officer of the City is authorized to execute or counter-
sign any document or take .any action, such execution, countersigning or
action may be taken on behalf of such officer by any person designated
by such officer to act on his or her behalf in the case such officer
shall be absent or unavailable.

Section 6. Effective Date. This Resolution shall take effect from
and after the date of its passage and adoption.

Section 7. Certification. The City Clerk shall certify to the
adoption of this Resolution.

APPROVED AND ADOPTED this __27th day of June , 1988.

%QVM%

ATTEST:

City 'C'ler-k? .

Ly
o g

—]—HEREBY—GERTIFY—that —the-—foregoing—Resolution—No.— B202 . was
duly adopted by the City Council of the City of West Covina at a
reqular meeting thereof held on the 27th  day of __ June )

1988, by the following vote:

AYES: McFadden, Lewis, Bacon, Manners
NOES: Tarozzi

ABSENT:  Nome
ABSTAIN: None

(/éhjﬁm

- City C1 ewy
APPROVED AS TO FORM:

\ ol it bl e

For/Jdones, Hall, Hi1l & White, COuHTY OF uo;oz::&ﬂ ; %
AlProfessional Law Corporation, ciry Of :”'x‘“m Toragring
as Spec1 a.l counse] ::'\':.:"‘f,:, a./h.ﬂ, o end corresd
. .‘:, n‘.ﬂh: original on filu in thh
. ofico.
LAK224KJ-6/88 o 7/5/%k




ATTACHMENT NO.3—-C

Excerpt of

Lease Agreement

Dated August 1, 1988

For:

LAKES OFFICE DEVELOPMENT
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T70566

LEASE AGREEMENT

Dated as of August 1, 1988
by and between the

REDEVELOPMENT AGENCY OF THE CITY OF WEST COVINA,
as lessor

and the

CITY OF WEST COVINA,
as lessee

Relating to
~ $7,750,000
Redevelopment Agency of the City of West Covina
1988 Lease Revenue Refunding Bonds
(The Lakes Public Parking Project)




equipping of the Project will be substantially completed in accordance with plans and
specifications approved by the Agency on or prior to August 1, 1990,

Upon the completion of the construction, improvement and equipping of the
Project satisfactory to the Agency, but in any event not later tham thirty (80) days
following such completion, the Agency shall cause the Completion Certificate to be
executed by its Anthorized Representative and delivered to the City, the Trustee, the
Developer and the Bank. Such written certificate shall identify the date of such
completion and the total Project Costs of the Project.

If the Agency, for any reason whatsoever, cannot deliver possession of the
completed Project or any portion thereof to the City hereunder by August 1, 1990, this
Lease chall not be void or voidable; but in that event the remaining Lease Payments
allocable to the Project or such portion thereof (as determined in accordance with Section
4.6) shall with respect to the period between August 1,"1990, and the date on which the
Agency delivers possession pursuant to Section 4.3, be subject to abatement in full.

ARTICLE IV

LEASE OF PROJECT AND SITE;
LEASE PAYMENTS; ADDITIONAL PAYMENTS.

SECTION 4.1. Lease; Use of Project. The Agency hereby leases the Project and
the Site to the City, and the City hereby leases the Project and the Site from the Agency,
upon the terms and conditions set forth in this Lease. During the Term of this Lease, the
Project and the Site shall be used solely for the purpose of providing parking and related
and incidental uses: and, in the case of the portions of the Project and the Site which-are
not subject to the Developer Sublease, for the purpose of providing parking which is

available to members of the general public,

SECTION 4.2. Term of Lease,

(a) Initial Term. The Initial Term of this Leage shall commence on the date
hereof, and shall end on the date on which the Indenture is discharged in accordance
with the provisions of Article X thereof, but not beyond August 1, QO%WS.

. 0

(b) Option to Extend. Following the Initial Term of this Lease, the City shall

have the option, exercisable in its sole discretion, to extend the Term of this Lease eleven
(11) additional Extended Terms of five (5) years each. The City shall exercise its option
to extend the Term of this Lease for any Extended Term by giving written notice of such
_ exercise to the Agency at least ten (10) days in advance of the commencement of such

Extended Term.

(¢) Subject to Eminent Domain Proceedings. The provisions of this Section 4.2
are subject in all respects to the provisions of Section 6.1 relating to the termination of
this Lease in the event of eminent domain proceedings with respect to the Project.




might have consequences that would materially and adversely affect the
consummation of the transactions contemplated by this Lease, or the
financial conditions, assets, properties or operations of the Agency or its
properties,

(g) The Agency will not use any of the proceeds of the Bonds () for
facilities which would cause the Bonds to become "private activity bonds”
within the meaning of Section 148 of the Tax Code, or (i) which would
cause the Bonds to become "arbitrage bonds” within the meaning of Section
148 of the Tax Code, or (iii) which would cause the Bonds to become
"eonsumer loan bonds” within the meaning of Sections 141 through 147,
inclusive, of the Tax Code.

(h) The Agency will not use any of the proceeds of the 1985
Installment Sale Agreement deposited in the Project Fund, pursuant to
Section 3.02(b) of the Indenture, in a manner which would cause or have
caused the obligations of the Agency under the 1985 Installment Sale

~ Agreement to be “industrial development bonds” under Section 103(b) of the
Internal Revenue Code of 1954, as amended, as in effect on the date of
execution and delivery of the 1985 Installment Sale Agreement.

ARTICLE IIT

ISSUANCE OF BONDS; ACQUISITION OF SITE
AND CONSTRUCTION OF PROJECT

SECTION 8.1. Issuance of Bonds. The Agency has authorized the issuance of
the Bonds pursuant to the Indenture in the aggregate principal amount of $7,750,000.

~——The Agency agrees that the proceeds-of-sale-of the-Bonds-shall-be-paid-te-the-Trustee-on-

the Closing Date for deposit and application pursuant to Section 3,02 of the Indenture.
The City hereby approves the Indenture, the assignment thereunder to the Trustee of the
right, title and interest of the Agency (with certain exceptions) in this Lease, and the
issuance by the Agency of the Bonds.

SECTION 3.2. Acquisition and Construction of the Site and the Project.
The Agency has heretofore acquired the Site from amounts derived from the sale of
certain tax allocation bonds of the Agency, and the City hereby consents to the
reimbursement to the Agency of the Project Costs relating to such acquisition, in the
amount of $2,541,464. The Agency shall cause certain amounts on deposit in the Project
Pund to be disbursed for such purpose on the Closing Date in accordance with Section
3.04 of the Indenture. '

The Agency further agrees to supervise and provide for, or cause to be supervised
and provided for, the construction, improvement and equipping of the Project pursuant to
all applicable requirements of law and in accordance with the DDA, and will cause the
same to be diligently performed after the Closing Date. The Agency shall pay all Project
Costs from amounts on deposit in the Project Fund pursuant to Section 3.04 of the
Indenture. The Agency hereby covenants that the construction, improvement and
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Excerpt of
Amended and Restated

Construction, Operation and Reciprocal Easement Agreement
(REA)

Dated August 2, 1994

For:
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AMENDED AND RESTATED CONSTRUCTION, OPERATION %/ ‘ |
AND RECIPROCAL EASEMENT AGREEMENT 22 '"'\‘
. -

THIS AMENDED AND RESTATED CONSTRUCTION, OPERATION AND

' RECIPROCAL EASEMENT AGREEMENT ("REA") is entered into as of

— ﬁ(/q. A. . 1994, by and among WATT INVESTMENT PROPERTIES, INC,, a
California c5rporation, and WEST COVINA LAKES ASSOCIATES, a California limited

- parmership (collectively, together with their successors and assigns, "Watt"), ZELMAN

DEVELOPMENT CO., a California limited partnership (fogether with its successors and assigns,
"Zelman"), the CITY OF WEST COVINA (the "City"), and the REDEVELOPMENT AGENCY
OF THE CITY OF WEST COVINA (together with its successors and assigns "Agency"), in

' comnection with certain real property located in the City of West Covina, County of Los Angeles,

State of California, as shown on that certain Site Map (the "Site Map") attached hereto as
Diagram "1" and as more particularly described in Exhibit "A" attached hereto, both —

—— - —incorporated herein by this Teférence (the "Property™.

RECITALS

A.  WHEREAS, Agency, City, Watt and INTERSTATE HOTELS DEVELOPMENT
CORPORATION, a Delaware corporation ("THC"), entered into that certain CONSTRUCTION,
OPERATION AND RECIPROCAL EASEMENT AGREEMENT, dated as of September 26,.
1988 (the "Initial REA"). ' '

B. WI—IEREAS, at the time of execution of the Initial REA, Watt Investment
Properties, Inc., a California corporation, was the owner of Parcels 1 and 2 of the Property
(collectively, the "Wart Parcels").

C. WHEREAS, Watt Investment Properties, Inc.,' a California corporation, has
transferred to West Covina Lakes Associates, a California limited partnership, title to the Watt
Parcels.

D. WHEREAS. Agency is the owner of Parcels 6. 7, 8, 9 and 10 of the Property
(collectively, the "Agency Parcels") and Agency is also the owner of Parcels 3 and 4 which are

GGl LT




the use of such easement, then the .owner(s) of the portion of the Property benefitted by such
easement shall be responsible for causing such damage to be promptly repaired.

3.4 Parking Easements Inuring 1o the Benefit of the Watt Parcels and the

Zelman Parcel. Parking Structure I shall be available for use by the owners of the Watt Parcels,
and each of their Occupants and Permittees., in the manner set forth hereunder; provided,
however, that notwithstanding anything else contained in the REA to the contrary, Parking
Structure I shall not be available for use by the owner of the Zelman Parcel, its Occupants and
Permirtees. Any parking structures or areas constructed on the Zelman Parce] shall not be
available for use by the owners of the Watt Parcels or the Agency Parcels, their Occupants and
Permitees, Agency and the City grant 10 Watt for the benefit of Watt Parcels 1 and 2, and to
the respective successors and assigns of Wart for its use, and for the use of its Occupants and
Permittees, for so long as this REA is in effect (including any and all extensions thereto),
nonexclusive easements in common with the general public without preference or priority, on,
over and across Parking Struchire I for (1) vehicular parking on and vehicuilar ingress to and
egress from Parkine Structure I, and (if pedestrian access on, over and across Parking
Structure 1, és.reasonablv vnécessar:y in connection with the foregoing vehicular parkiliz and
access easements. -

Parking Structure II shall be available for use by the owner of the Watt Parcel and the
owner of the Agency Parcel, and their respective Occupants and Permittees, in the manner set
forth hereunder. Agency and the City grant to Watt for the benefit of Watt Parcels 1 and 2, and
to the successors and assigns of Watt, for their use, and for the use of its Occupants and
Permittees, for so long as this REA is in effect (including any and all extensions thereto),
nonexclusive easements in common with the general public without preference or priority. on.
over and across Parking Structure II for (i) vehicular parking on and vehicnlar ingress to and
egress from Parking Structure II, and (ii) pedestrian access on, over and across .Parking
Structure II, as reasonably necessary in connection with the forezoine vehicular parking and

——————HEEess_easements-—Subjecttothe provisions of Section 6.7 hereof, the parking of vehicles
permiited by virtue of the easement granted in this paragraph shall-also-be for the benefit of the
Agency Parcels and shall be limited to the use of Parking Structure II. Notwithstanding anything
to the contrary contained in the REA, the Agency Parcels will not be put to any use that would
require parking rights in and to either Parking Structure I or Parking Structure II during "peak
office hours", as hereinafter defined. For purposes of thig REA, "peak office hours" shall mean
Monday through Friday (excluding ilegal holidays) 7:30 a.m. to 5 :30 p.m.

Norwithstanding anything in the foregoing to the ‘contrary, pursuant to the Operating
Agreement, the vehicular parking easements granted above shall be limited to the use of an
aggregate of seventy-five percent (75 %) of the parking spaces in Parking Structures I and II and
conditioned upon the payment of certain obligations as set forth in Section 6.2 hereof.

Pursuant 10 the Sublease, the City has granted to Watt for the benefit of Watt Parcels 1
and 2, and to the respective successors and assigns of Watt, for their use, and for the use of their
respective Occupants and Permittees, for so long as the Sublease is in effect (including any and
all extensions thereto), the exclusive right to use and occupy twenty-five percent (25%) of the
parking spaces in Parking Structures I and II (the "Leased Premises”). Watt shall be entitled to
select whatever twenry-five percent (25%) portion of such parking structures as Watt wishes to
use exclusively.

94 1795437
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The owners of the Agency Parcels represent and warrant for the benefit of the owners of
the Watt Parcels and their respective SUCCESSOrs, assigns, lessees and/or permittees that the use of
the easements granted above 10 Watt with respect to Parcels 3 and/or 4 and Parking Structures I
and/or II are not as of the date hereof and shall not hereafter be subject or subordinate to the
interest of any party, including but not limited to the interest of any mortgagee of Parcels 3
and/or 4 and Parking Strucrures I and/or 1I, respectively, that the consent of all parties required
1o give their consent to the granting of said easements has been obtained, and that the burdens of
said easements will run with the land and be binding upon the successors (including but not

limited to any mortgagee), assigns, lessees or permittees of Agency as to all or any portion of
Parcels 3 and/or 4, and Parking Structures I and/or II, respectively.

3.5  Declararion of Easements by Watt. In the event that any of the Watt
Parcels or any interest therein is sold, assigned, transferred or conveyed by any means, including
but not limited to by gift or by operation of law, Watt hereby declares for the benefit of any one
or more of the Watt Parcels (the "Dominant Watt Parcel(s)") the following easements with
respect to all of the other Watt Parcels (the "Servient Watt Parcel(s)"), the location and use of

which shall not unreasonably interfere with the construction, development and/or operation of the
improvements to be located on the Servient Watr Parcels:

(@) Vehicular Areas Easement. A nonexclusive easement appurtenant
to the Dominant Watt Parcel(s) in, over, through, to and across those Vehicular Areas located on
the Servient Watt Parcel(s) for the purpose of ingress and egress for vehicles of Watt and/or its
successor(s) in interest, and Occupants and Permittees.

(b) Pedestrian Areas Easement. A nonexclusive easement appurtenant
to the Dominant Watt Parcel(s) in, over, through, to and across those Pedestrian Areas located on
the Servient Watt Parcel(s) for the purpose of providing pedestrian access to and from the
Dominant Watt Parcel(s) through the Servient Watt Parcel(s) by Watt and/or its successor(s) in

-————interest;-and-Occupants-and-Permittess;

(c) Construction Easements. A nonexclusive easement in, over,
through, to and across the Servient Watt Parcel(s) for the purpose of effecting and furthering the
development and construction of the improvements to be located on the Dominant Wart Parcel(s).
The developer of such Dominant Watt Parcel(s) shall not, however, without the prior written
consent of the developer of the Servient Watt Parcel(s), be entitled to use the Servient Watt
Parcel(s) pursuant to any easement granted in this paragraph (c) for staging or storage areas or in
any way which would unreasonably interfere with the development and construction of the
improvemens to be located on the Servient Watt Parcel(s). All easements granted in this
paragraph (c) shall immediately terminate and be of no further force or effect upon the
completion of the improvements to be located on the Dominant Watt Parcel(s).

(d Utilities Easements. A nonexclusive easement appurtenant to the
Dominant Watt Parcel(s) in, over, through, to and across the Utilities Areas located on the
Servient Wart Parcel(s) for the purpose of accessing the connections, lines and/or facilities, or
any portion thereof, lying within such Utilities Areas to the full exrent necessary for the full use
and enjoyment of the Dominant Watt Parcel(s). All easements granted in this paragraph (d) shall
be subject to the reasonable right of the owner of the Dominant Watt Parcel(s) to relocate such
connections, lines and/or facilities at irs own COSL. :

- 94 1795437
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City Memorandum

Dated May 4, 1993

For:

WESTFIELD PLAZA (MALL)
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DATE: May 4, 1993 )

TO: West Covina Redevelopment Agency and the Executive Director
FROM: . Redevelopment Agency Staff”

SUBJECT:

OPERATIN G AGREEMENT FOR PARKING FACILITIES (THE PLAZA)

SUMMARY: The Agency Board' will consider approval of an Operating Agreement with
: CenterMark Propernes Tequiring CenterMark to operate and maintain the
public parkmg facilities built as part of The Plaza expansion

BACKGROUND

The Agency entered into an Owner Participation Agreement in June 1989 with Sylvan S.
Shulman Co./West Covina Associates to acquire land and to pay the costs of constructing public
parking facilities within the expansion area of the shopping center. The funds obtained to
accomplish this were the result of the sale of $45 million Mello-Roos Community Facilities
District bonds. The parking facilities will be complete by October of this year

As part of the approval of the various bond documents, the Agency approved the Operating
Agreement in substantially the same form being considered now. That same Operating’
Agreement was also an.attachment to the Owner Participation Agreement approved in' 1989,

The Agreement, narmng Shulman as the operator of the parking facilities, was 1nadvertently not
executed.

DISCUSSION-- e —ee : ——

In May 1992, Sylvan S. Shulman entered into an agreement with CenterMark Properties to
dissolve the partnership that made up Sylvan S. Shulman Co./West Covina Associates. This
dissolution also assigned all developer rights and obligations under the Owner Participation
Agreement to CenterMark. Shulman then sold its interest in The Plaza to CenterMark.

Also in May 1992, Shulman, the Agency and CenterMark approved the Second Amendment to
the: Owner Participation Agreement, which gave the Agency’s consent to the dissolution
agreement and acknowledged that CenterMark is now the owner and developer of The Plaza and
the expansion, Due to the change in ownership, all developer’s rights and obligations within
documents that were previously executed by Mr. Shulman are now CenterMark’s full
responsibility.-

Because the Operating Agreement was never executed, it is opportune and appropriate to revise
the document to reflect the new ownership and have the Agency Board approve the document
with the language changes.

The Operating Agreement requires CenterMark Properties to operate, maintain and manage the
parking facilities in the expansion area and repair the facilities when needed. The Agreement
does not pertain to the existing parking structure, which is covered by a separate agreement.
This Agreement shall be in effect for a period of five years. At that time, the Agency may
renew the Agreement with CenterMark as operator of the facilities.

A copy of the revised document is on file in the Executive Director’s office for your review,




W. C. R. A, and the
Executive Director -2- May 4, 1993

RECOMMENDATION

It is recommended that the Agency Board approve the Operating Agreement for Parking
Facilities and authorize the Chairman to execute the Agreement.

“ APPROVED:

%J M A?ZW\ WM
Chester Yos} /Ste;ven W. Wylie ‘
Redevelopmierit 'Manager " ' Director of Redevelopment Services

FPEBO6KI.DOC




ATTACHMENT NO. 4 -

Excerpt of
Official Statement for
$45 million Redevelopment Agency of the City of West Covina

Community Facilities District No. 1989-1 (Fashion Plaza)
1989 Special tax Bonds

Dated March 1, 1990

For:

WESTFIELD PLAZA (MALL)
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PRELIMINARY OFFICIAL STATEMENT DATED FEBRUARY §, 199¢
NEW ISSUE ' NO RATING

: In ithe opinion of Jones Hall Hill & Wehite, A4 Pr ofesszonal Law:Corporation, San. Francisco, C‘alzfoznza, :Bond Counsel. under exzstmg
law, the interest-on-the Bonds i§-exdluded from:gross income jor Jederal-income 1ax purposes gnd such interest s -not.an item: of tax preference

1 Jor purposes of the federal - 171dlvzdmzl and corporate alternative winimum taxes, although it is included ‘in-certain_income:and earnings:in
computing’ ithe. altemmt:ve miinimum lax imposed on certain®cor po;atzom In the further- -opinion of Bond' Counsel such interest is exempt
Jiom; C‘a/zfomza pelsona/ income-iaxes. See "CONCLUD]NGI L

TON—T ax Matters” herein.

CT NO, 1989-1 (FASHION PLAZA)
EC,_. AT, TAX BONDS

1989‘ SP
Dated: March 1, 1990 Due: September 1, as shown below

The Redevelopment Agency of the City of West Covina Commumty Facilities District No. 1989-](Fashion. Plaza) 1989 Specxa] Tax
Bonds (the “Bonds”) -are ‘being issued to finance .public parking facilities, streel and other improvements.as further described ‘herein (the
“Public Improvements "y 16cated in or adjacent to'the Redevelopment Agency of the City. of West ‘Covina’ Communny Facilities District
No. 1989-1 (Fashion Plaza):(the “District”). The District is.located in:the Central Business Districi Redevelopment Project Area(the “CBD
Project Area”) ofthe Redevelopment Agency of the City of West Covina (the “Agency™). Tlie Public Improvements are being constructed
in conjunction ‘with.the Tenovation and expansion of the ‘West Covina Fashion Plaza’(the “Shopping ‘Center”) that is to.be undertaken
purstant to the Owrer Part; ipation -Agreement dated June 26, 1989 (the “OPA™) between the Agency and Sylvan'S. Shulman Co./West
Covina Asg ciafes, a Delaware limited: partnershlp (the “Developer”)

Issuance of the Bonds is authorized pursuant to the Mello-Roos Community Facilities Act of 1982, as amended (Sections 53311 et seq.
of the Governmeni Code of tlie State of California), a resolution adopted by the Governing:.Board of the Agenicy:(the “Board”) acting.as the
legislativé body of the District, and a Fiscdl Agent Agreement approved by resolution of the Board on "behalf of the District and the Agency

(the “Fiscal Agent Agreement”) The Bonds are payable from .and sécured by (i) certain proceeds ‘of an-annual -Specidl Tax (as defined
herein) -to be levied on and égllected from owners of property’: ‘defined herein)

ated “Wwithin the District, (ii) certain ‘Other Revenues (as
payable by the Agency and derived from activities on the Shopping Cetiter Site (as defined’ herem), and @{ii) from certain other funds pledged
under:the:Fiscal Agent Agreement. Except for the Other Revenues and:-funds pledged pursuant to the Fiscal Agent Agreement, no funds or
properties of the Agency shall be pledged to, or otherwise be liable for, the principal of, premium (if any) and interest on'the Bonds.

The Bonds are being issued as fully registered.bonds in the denomination of §5,000 or any integral multiple thereof. Interest is payable
on March 1 and September 1 (each, an “Interest Payment Date”), commencing September 1, 1990 by check or draft mailed to the owners
of the Bonds appearing on the registration books maintained by the Fiscal Agent, Bankers Trust Company of California, National Association,
as of the 15th day of the month precedmg an Interest Payment Date, or by wire transfer made on such Interest Payment Dateupon
instructions of any owner of $1 million or more in aggregate principal amount of Bonds. Principal of and premium, if any, on the Bonds

will be payable at the principal corporate trust office of the Fiscal Agent in San Francisco, California.

The Bonds are subject to mandatory and optional redemption as provided herein. See “THE BONDS—Optional Redemption,”
“Mandatory Redemption From Prepayments,” “Mandatory Redemption Upon OPA Termination,” and “Mandatory .Sinking Payment

Redemption” herein.

THE FAITH AND-CREDIT OF THE DISTRICT, THE AGENCY, THE CITY OF WEST COVINA, THE STATE OF CALIFORNIA
OR ANY POLITICAL SUBDIVISION THEREOF IS NOT PLEDGED TO THE PAYMENT OF THE BONDS. EXCEPT FOR THE
SPECIAL TAXES, NO OTHER TAXES ARE PLEDGED TO THE PAYMENT OF THE BONDS. EXCEPT FOR THE OTHER
REVENUES, NO OTHER REVENUES ARE PLEDGED TO THE PAYMENT OF THE BONDS. THE BONDS ARE NOT GENERAL
OR SPECIAL OBLIGATIONS OF THE AGENCY NOR GENERAL OBLIGATIONS OF THE DISTRICT, BUT ARE LIMITED
OBLIGATIONS OF THE DISTRICT PAYABLE SOLELY FROM CERTAIN AMOUNTS DEPOSITED BY THE DISTRICT OR THE
AGENCY IN THE REVENUE FUND AS MORE FULLY DESCRIBED HEREIN,

“tem

offer, solicitation or sale would be unlawful prior to registr.

which s

See the section of this Official Statement entitled “SPECIAL ‘RISK FACTORS” for a discussion of the risk factors that should be
considered, in addition to other matters set forth herem 1n evaluatmg the 1nvestment quahty of the Bonds.

The jollowm ﬁr M, serving as ﬁnanczal advisor 1o the Agency and the Distr. ict, has structured this issue.

KELLING, NORTHCROSS & NOBRIGA, INC.

MATURITY SCHEDULE*
$ Serial Bonds
Maturity Principal Interest Maturity Principal Interest
September 1 Amount Rate Price : " September 1 Amount Rate Price

1994 $ % % 2000 $ % %
1995 2001
1996 2002
1997 2003
1998 2004
1999 2005

$ o, % Term Bonds due September 1, 2010, Price %

$ , % Term Bonds due September 1, 2022, Price %

(Plus accrned interest from March 1, 1990)

The Bonds are offered when, as and if issued, and accepted by the Underwriters, subject to the approval as to their legality by Jones Hall
Hill & White, A Professional Law Corporation, San Francisce, California, Bond Counsel, and subject 1o certain other conditions. Certain
legal matters will be passed upon for the Underwriters by Luce, Forward, Hamillon & Scripps, San Diego, California and for the Agency by
Burke Williams & Sorensen, Los Angeles, California. It is anzzczpaled that the Bonds will be available Jor delivery on or about March

1990.

Stone & Younghberg Drexel Burnham Lambert

Incorporated

Wedbush Morgan Securities

Dated: March , 1990.

* Preliminary, subject to change.




THE PROJECT

The, West Covina Faghion Plaza (the “'Shopping Certer") vis-located immediately
south of Interstate 10 (the-San Bernardino!Preééway) and north of :West-Covina Parkway
between California .and Sunset Avenues. The Shopp g Center is in the Central Business
District Redevelopment Projéct Ared (the "GBD.Project Area") of the Agency. The
Shopping Center is presently composed of a two-level regional enclosed mall anchored by
Bulloak's, “Broadway and J.C. Penney department stores and satellite restaurant and
retail wses. The existing eénm¢losed mall area coritaing approximately 550,000 square feet
nposed of approximately 375,000 square feet of mall shops and 175,000 square feet of
eHélodéd . mall area. Blllocks -contains approximately 150,000 square feet, ‘Broadway

snfains -approximately 187;820 square feet and J.C. Penney contains approximately
;000ssquare feet. The Shopping Center also presently includes a strip retail center
locatéd “on portions of Parcel 1 of the District and on Tracts G and H.® -See the
"BISTRICT BOUNDARY MAP" herein. Pursuant-to -the OPA the strip center will be
acgiiitéd and all but a small portion of that strip eenter will be demolished to make room

for the' Expansion and May Store. -

The Project

+

- The projeet to be ideveloped pursuant to the ®PA (the "Project") consists of the
following components: ‘ a

fa) - the renovation of the existing mall shop portions of the Shopping Center (the
"Renovation:'); , : ‘ ’
" (B) © the expansion of ‘the enclosed mall and -mall shops within the Shopping
Center containing approximately 100,000 square feet of additional gross
leasable areg‘p’l‘-u”s related common ar'e?a:*(tihé "Expansion"); :

*(e) - the construction of a new, two-level ‘May Co. department store containing
approximately 140,000 square feet offloor area (the '"May Store™);

e 73§ m— -‘c—he-"--PuD.l-i-ellsmfmf@):v'eim;é;nfcs"'"id'esnﬁbteﬂﬁb:éiﬁ;w;;z";nﬁ. ———
(e - the acquisi’ti'én?'-or «@onstruetion of separate commercial buildings eontaining

approximateély- 74;000 square feet of gross leasable area, not connected to
the mall buildings, that will be acquired and/or developed on portions of the
Shopping Center Site (the "Peripheral Developments').

Shopping Center Site means all land within the existing Shopping Center (whether
owned by the Developer -or--an affiliate, the Agéncy, or the existing major department -
stores' operated by Broadway; Bullock's and J.C. Penney), and, upon completion of the
Expansion, May Store and Peripheral Developments, all land on which the Expansion, the
May Store and the Periphersl Developments are constructed. Pursuant to the OPA the
Developer and/or the Agency intend to (i) acquire the strip retail center located on
portions of Parcel 1 of the District and on Tracts G and H, (ii) cause the City of West
Covina to abandon and realign California Avenue between West Covina Parkway and
Vincent Avenue and the California Avenue turning lanes located between Parcels 1 and 3
of the District, and (iii) acquire the property lying easterly of California Avenue,
southerly of the San Bernardino freeway, westerly of Vincent Avenue and northerly of
West Covina Parkway. See "DISTRICT BOUNDARY MAP" and "SHOPPING CENTER

SITE PLAN MAP" herein.
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fronts for mall tenarntsi T

- "'Bhe‘Puﬁhelmprevements ot e

The Renovation invelves the addition of a food court, the refurbishing and
redecoration of the enclosed .mall, including installation of skylights and additional
vertical ‘transportation 'between mall levels, and corstrietion of ‘redesigned pop-out store
' enoVation'began-ifl Oetober) 1989 nd is-expected to be

completed in August, 1e-total-estimated cost of the Renov tion'is approximately
$17 Million. The Developer. has btained a $16.3 Million construction” loan for the

Renovation from Sanwa Bark California’ that is sectired by a-subordinate .deed of trust on
portions of the Shopping Center.

TheiExpansion and May Store addition will take place on certain land - within the
District'and. on a portion of Tracts G and H which are not currently a''part -of the
District. It is .anticipated that Tracts G and H will be annexed into ‘the District, as set
forth in the covenants of the Distriet and Agency in the Fiscal Agent Agreement. The
Peripheral Developments will ‘be located  partially within the Distriet and partially
outside the District. The Agenéy has no obligationto cduse Péripheral Devélopmients to
be annexed into the District. While some of the Peripheral Developments may not be
within the District and subject to the levy of Special Taxes, all &iich Periphéral
Developments will be within the Shopping Center Site for the purposes of computing Tax
Increment Revenues: and :Sales Tax<Revenues that are pledged to thé-pa’ym-e‘nt -0f debt
service on:the Bonds. B e S s

+ < The Agency e.xpéce‘és to. complete all necessary site acquisitions and conveyance ‘of

necessary land to the.Developer:by December 1, 1990. 'The Expdnsion -and ‘May Store

addition are expected.to .commeénee-in-late 1990 or early 1991 and take 16:to 18 months

to complete.. ' Total estimated ‘construction. costs are -approximately $60 Million. *No-:

commitments for:financing the Expansion, the Peripheral Developmetits or the:May Store
have-been:obtained. -~ <5 - o . :

. The . Renovation, - Expansion, *May -Store ~and Peripheral ‘Developments ' are
collectively referred to herein as the "Developmert."-: Upen ' completion: -of the
Development,. the Shopping"Center “s expected to- contain approximately- 1.2 Million
squarefeet of building space, ", "~ . - : : o ‘ ‘

¢ lar slord

- ~'The Bond:proceeds will- be-used-for-the acquisition of certain ‘publie facilities (the
"Public Improvements") including “the aequisition of land required for thée public facilities
and the eonstruetion.of additiondlipublic parking areas on real property to be owned by
the -Ageney, :street.relocation -and realignment, traffic signalizatior, utility.relocation
not paid for:by:affected:utilifies; -and street widening. ‘It is expeeted that pursuant to a
proposed Construction Management Agreemént between the Ageney and the Developer,
the ‘Developer will be retained by the Agency as the construction manager for the
development of the Public Improvements. The following table sets forth the estimated
use of thelmprovement Fund. "
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TABLE:8 - - .. - .. [ IZIN N FL S
‘Redevelopment Agency-of the-City of MWest-Covinax's 5o .
Commaunity Facilities District.No. 18989-1 (Fashion:Rlaza) 't 1w

R AVIIER TR L

nrs? [

A . PO
Mot e E
%3

PUBLIC IMPROVEMENTS BUDGET o »

Land Acguisition $26,807,000
Demolition K o cr o 285000
Publi¢c Improvements . . ... . s ...+ 5,108;000

i s il : S Lo w,+$83,188,000

If ithe 'I.\mpn(:g_\’;.‘ervr}en-t Fund is not vodrriplefte-l;ylexeﬁdéd on the above ;i-t.'e;p,rbt_rs.,-'th‘e Agency has
identified certain other public imprevements that will -be financed. " T -

Bl v B R RN N

OPA Termination . ,_l

. The completion of the - Project .is subject. to certain.sapprovails: :and: conditions
precedent to performance contained in the OPA. Prior to the planned.conveyance by the
Agency to the Developer of land necessary for the Expansion, May Store and Peripheral
Developments, the ORA can be.terminated by .the Developer for.any of ‘the following
reasons: . (1) determination by the Agency not te.adoptiany required-resolutions necessary
for the commencement of .eminent. . domain - proceedings:.on .ceptain: sparcels in ‘the
expansion -area-(the "Expansion.Pareels"),. (ii) a:final determination; in-eminent demain
proceedings affecting any of the.Expansion Parcels fhat the Ageney does not.have the
right to acquire such parcel by eminent domain, (iii) failure of the Agemey.to:acquire aill
of the Expansion Area (as defined in the OPA) and to convey to the Developer the
Developer Parcel, (iv) refusal of the Agency:to approve finalplans of the. Developer, (v) 2

determination by the. Developer..not to perform work relating to soils or -hazardous
materials after receipt by the Develgper of .a soils -or /hazardous.materials report,.and
(vi) failure or delay by the Agency to perform any term or provisiongof ‘the OPA." .Prior:to

the planned conveyance by the Agency to the Developer of land necessary for the

Expansion, May Store and Peripheral Developments, the OPA can-be-terminated-by e

Agency for any -of the following reasons: (i) determination by the Agency not to adopt
any required resolutions .necessary -.for .the. commencement: -of . eminent -domain

pi‘.Q,.C_.-e.e;d"}rl_;gs on the Exp.ans;i:g‘,pﬂPiagr_cels,‘ (i) a -final.determination. in eminent demain
proceedings affecting any of the Expansion Parcels.that.the Agency does not have the
right to acquire such,parcel by eminent demain, (iii) the Agency disapproves any.soils or
hazardous materials report received by .the Developer 'based upen:jthe: presence of
~ hazardous materials and .(iv) failure .or delay by.the Developer o :perform rany term or

provision of the OPA.

Termination of the OPA prior to completion of the Project will result in-mandatory
redemption of Bonds from any funds available prior to July 1, 1992, and partial
defeasance of the Bonds from any funds available on or after July 1, 1992. See "THE
BONDS -- Mandatory Redemption Upon OPA Termination" and "Discharge of Fiseal
Agent Agreement"” herein. Upen any such redemption or defeasance of Bonds, the pledge
of Other Revenues to payment of debt service on the Bonds will be terminated.
Thereafter, the Bonds will be secured only by the Special Tax Revenues, amounts held in
certain funds pursuant to the Fiscal Agent Agreement and the net proceeds, if any,
derived from the sale of property acquired with proceeds of the Bonds. See "SECURITY
FOR THE BONDS -~ Loss of Pledge of Other Revenues" and "SPECIAL RISK FACTORS
—- Termination of OPA and Redemption of Bonds" herein.
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ATTACHMENT NO.4-C

Excerpt of
Third Amendment to and Restatement of
Construction, Operation and Reciprocal

Easement Agreement
(Amended and Restated REA)

Dated October 14, 1993

For:

WESTFIELD PLAZA (MALL)

Attachment No. 4 — C: Excerpt of Amended and Restated REA
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| EASEMENT AGREEMENT

THIS THIRD AMENDMENT TO AND RESTATEMENT OF CONSTRUC-
TION, OPERATION AND RECIPROCAL EASEMENT AGREEMENT, made and

3 .
entered into as of the /i day of (}CDFQ£3£¥L , 199, by and

among CENTERMARK PROPERTIES OF WEST COVINA, INC., a Delaware
co;poration {YDeveloper"); CARTER HAWLEY HALE STQRE§, INC.,

a Delaware corporation gualified to do pusiness in the State of
California,- debtor in possession ("Broadway'); BULLOCK'S
PROPERTIES CORP., a Delaware corporation gualified to do business
in the state:of California, debtof in possession {("Bullock’'s");
J. C. PENNEY PROPERTIES, INC., a Dalawaré corporation qualified

to do business in the State of California ("Penney"); THE MAY

DEPARTMENT STORES COMPANY, a New York corporation qualified to do

business in the State of California ("May"); and THE
REDEVELOPMENT. AGENCY OF THE CITY OF WEST COVINA, a public body,
corporate and politic, organized and existing under Chapter 2 of

the Community Redevelopment Law of the State of California

{("agency™),

WITNTESSETH:

WHEREAS, in order to make integrated use of their
respective Tracts as a regional shopping center and to provide
for other agreements contained therein, Sylvan S. sShulman Company
(predecessor in interest to Developer), Broadway, Federated
Department Stores, Inc. (predecessor in interest to Bullock's),
Penney and Agency entered into a Construction, Operation and

Reciprocal Easement Agreement dated as of November 5, 1973, and




and shall Indemnify Bullock's in connectiop With Developer's
exercise of its rights pursuant to said easement, except to the
extent that Loss is occasioned by Bullock's active negligence or
willful wrongdoing. For purposes of maintenance, Operation,
insurance, taxes, repairs, reconstruction and restoration, the
Phase II Develpper Improvements censtructed in the exercise of
such easement shall be deemed part of the Developer Tract. The
easement granted in this Section 2.4 (b) shall survive the
Termination Date and shall not terminate as long as such
Developer Improvements are in existence or are in the process of
being restored (provided that such restoration has commenced
within twelve (12) months from the date of damage or destruction
and is diligently pursued to completion).

Section 2.5 Agencv Grant of Easements.

(a) Automobile Parking and Access. Agency

hereby grants to sach of the Parties, for their respective use,
and for the use of their respective Permittees, in common with

all others entitied to use the same pursuant to this REA, non-

- exclusive easements in the Agency Tract for ingress to and egress

from the Agency Tract and for the passage and parking of vehicles

and the passage and accommodation of pedestrians aon such

Wrespective‘portidhg‘gfdéﬁe Agency Tract as are set aside,
main;ained and authorized for such use pursuant to the terms of
this REA, and for the doing of such other things as are
authorized and'required to be dons on the Agency Tfact pursuant

to this REA. The easements granted by Agency pursuant to this

subparagraph (a) shall survive the Termination Date and continue

so long as the Grantee's Store is in existence or is in the

process of being restored or replaced (provided that such

restoration or replacement has commenced within eighteen (18)
months following the date of destrnction or demolition).
Notwithstanding the foregoing, the easements for access shall be
perpetual,

(b) Utilities. Agency hereby grants to each
of the Parties non—eﬁclusive easements. in the Agency Tract for
the inpstallation, operation, flow and passage, use, maintenance,

- 38 ~
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OWNER PARTICIPATION AGREEMENT

by and between the

REDEVELOPMENT AGENCY OF THE CITY OF WEST COVINA

and

SYLVAN S, SHULMAN CO./WEST COVINA ASSOCIATES,
A Delaware limited partnership

DATED June 26, 1989

S DRAFT:

CENTRAL BUSINESS DISTRICT

REDEVELOPMENT PROJECT AREA

June 226, 1989
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assigns of the Developer. Whenever the term "Developer" is
used hereln, such term shall include any other lawful
successors in interest of Developer.

D

Section 1.6 Project Description

The project to be developed pursuant to this
Agreement (the "Project") consists of the following
components:

(a) the renovation (the "Renovation") of certain of
the buildings and improvements currently situated on the
Developer Tract pursuant to plans dated November 21, 1988;

) (b) an expansion (the "Expansion") of the enclosed
mall and mall shops within the Shopping Center containing
approximately one hundred thousand (100,000) sgquare feet of
additional gross leaseable area plus related common area;

(c) the construction of a new,‘two—lével May Co.
department store (the "May Store") containing approximately
one hundred forty thousand (140,000) sqguare feet of floor

area;
, (d) the construction on land to be owned by the
N Agency of additional public surface parking areas, street
L ) relocation and realignment, traffic signalization, utility

relocation not paid for by affected utilities, and street
widening (collectively, the "Public Improvements"); and

(e) the construction of separate commercial
_ buildings containing approximately seventy-four thousand
o T4 000Y Lo edghty—two- thousand-{-82,000) -square-feet-of—
gross leaseable area (the "Peripheral Developments"), not
connected to the mall buildings, that will be developed by
Developer, Shulman or an affiliate of Shulman or third
parties on portions of the Shopping Center Site.

The Project, as presently envisioned by the parties, is
depicted on a Site Plan dated February 21, 1989, prepared by
 RTKL & Associates, Inc.

Section 1.7 Contract Documents

The Contract Documents which are part of this
Agreement, and each of which are incorporated herein by this
referénce, are as follows:

DRAFT: June 223, 1989
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"

~

legal proceedings that affect the acquisition of the
Expansion Parcels and an analysis of the issues, both
substantive and procedural, that have been raised therein.

Section 2.2 Realignment of Public Rights of Way

The Agency shall request the City to initiate such
proceedings as may be necessary (a) to realign or abandon
and realign, that portion of California Avenue between
Garvey Avenue (adjacent to the San Bernardino Freeway) and

‘West Covina Parkway and (b) realign or abandon and realign

that portion of South Garvey Avenue between California
Avenue and Vincent Avenue (collectively, the "Roadbed
Parcels”) within the time required for conveyance under
Section 2.5. Those portions of right of way abandoned as
not required for street purposes shall be formally vacated
in accordance with applicable requirements of the California
Streets and Highways Code. Concurrently with this
Agreement, Agency shall enter into a Cooperation Agreement
with City to implement the terms of this Section.

Section 2.3 Vacation of I-10 Off-Ramp

The City and the State of California Department of
Transportation (the "State") entered into an Agreement dated
as of May 28, 1985, captioned "District Agreement No. 3639"
{the "DOT Agreement™). Under the terms of the DOT
Agreement, the City has certain rights to cause the state to
close the California off-ramp and convey the closed off-ramp
(the "Qff-ramp Parcel") to the City. The Agency agrees
that, upon the request of the Developer, it promptly will
arrange for City to commence such activities as may be

-|- -neeessary—under--the-DOP- Agreement~%@ acqulre title to-the—-

Off~ ramp Parcel within the time provided in Section 2.5
hereof for conveyance of portions of the EX¥pansion Area to
Developer. Concurrently with this Agreement, Agency shall
enter into a Cooperation Agreement with City to implement
the terms of this Section.

Section 2.4 Relocation of Existing Tenants

The Agency shall, to the extent requ1red by law,
relocate all tenants and other persons in possession
(collectively, the "Existing Tenants") of any part of the

- Expansion Area. 7Proceeds of the Public Financing shall be

used by the Agency for such purpose (except for relocation
attributable to the Developer Parcel), provided that all
costs of such relocation and any other amounts paid to
Existing Tenants shall conform to the budget attached hereto
as Exhibit 6. In the event such costs, when added to all

e o
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e : , ARTICLE IV
L FINANCING

Section 4.1 Public Financing = General

In order to enhance the financial viability of the
Project, the Agency agrees to use its best efforts to
provide tax-exempt financing ("Public Financing") for the
costs of development described in Section 4.2 of this
Agreement. Such Public Financing may be provided through
one or more transactions, which will be selected by the
Agency and approved by the Developer. Agency agrees not to
sell the bonds authorized by the Public Financing until such
time as the sale is approved in writing by the Developer in
its sole discretion. (Developer's vote approving the Public
Financing shall not be construed as an approval of sale of
the bonds.) Agency and Developer will expedite the
selection and implementation of the Public Financing
transactions so that the proceeds therefrom shall be
available for land acquisition and other permitted uses at
the earliest possible time. The Public Financing shall
comply with the parameters described in Section 4.3 of this
Agreementand shall be governed by the rules and mechanics
stated in Exhibit 9, attached hereto.

Section 4.2 Costs to be Financed

_ A, The costs of the Project to be financed through
the Public Financing shall include the following, with
available proceeds applied in the following order of
priority: .

Expansion Area, other than the Developer Parcel, the
Purchase Price for which shall be paid by the
Developer; -

2. all other costs paid by the Agency to
acquire the Expansion Area (excluding the Developer
Parcel), provided that such costs are approved by
Developer pursuant to this. Agreement; such costs may

~ include, without limitation, the approved costs paid
to Existing Tenants for relocation, goodwill,
inventory, fixtures and equipment, and the costs of
attorneys' fees and appraisals incurred in acquiring
parcels within the Expansion Area through negotiation
- or eminent domain proceedings;

} -
v -—25_
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and (d) the Agency shall haveée deposited into éscrow a Grant
Deed for the conveyance of such parcel or parcels within the
Developer Parcel to the Developer.

Section 2.7 Use of Parking Facilities.

Concurrently with the sale of the Developer Parcel to
Developer, Agency shall execute an amendment to the REA
which grants to the parties thereto non—exclusive easements
to .use the parking facilities of the Public Improvements ror
automobile parking and vehicular and pedestrian access in |
common with mémbers of the public entitled to use the same
so long as the ReCLDrocal Easement Agreement for the

Shopping Center remains in effect. The parking fac1llt1es
of the Public Improvements shall be devoted .
for use as public parking without preference or prioritv to
any person and shall be subject to such reasonable
restrictions and regulatlons aS'may be permltted by
applicable tax laws governihg the Public Financing. The
Agency shall employ the Developer to initially manage and
operate the parking facilities of the Public Improvements in
accordance with the Operating Agreement for Parking
Facilities, attached hereto as Exhibit 10. '

Section 2.8 Funds for Acguisition Costs

The Agency and the Developer contemplate that the
funds required for the acguisition of portions of ‘the
Expansion Area prior to conveyance of the Developer Parcel '
to Developer shall be paid out of the proceeds of the Public
Financing described in Article VI of this Agreement. If,

however, funds are regquired for land acquisition before

shall, on a case-by-case basis, determine whether to advance
funds prior to the availability of proceeds of the Public
Financing. ©Neither the Agency nor the Developer shall be
obligated to advance such funds. The Developer shall be
reimbursed out of the proceeds of the Public Financing for
funds for property acguisition, if any, advanced under this
Section upon conveyance of land to Agency or assignment to
Agency of rights to purchase acquired by Developer to Agency
provided that the Purchase Price paid by Developer pursuant
to Section 2.5.A. shall be deemed to have been used to
acquire the Developer Parcel.

Section 2.9 Soils and Environmental Testing

A. Promptly following its approval and
execution of this Agreement, Agency shall seek from the
owners of parcels within the Expansion Area designated by

-12-
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