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Honorable John Chiang
Controller, State of California
P.O. Box 942850
Sacramento, CA 94250-5872

Dear Mr. Chiang:

REPORT ON AGREED-UPON PROCEDURES AUDIT PURSUANT TO ABX1 26
OF THE FORMER REDEVELOPMENT AGENCY OF
THE CITY OF LONG BEACH

California Health and Safety Code (HSC) Section 34182 requires each county Auditor-
Controller (A-C) to conduct, or cause to be conducted, an agreed-upon procedures
(AUP) audit of each former redevelopment agency (RDA or Agency) In their respective
county by July 1, 2012. On June 27, 2012, State Assembly Bill 1484 (AB 1484)
extended the July 1 deadline to October 1, 2012. The audits are to establish each
RDA’s assets and liabilities; to document and determine each agency’s pass-through
payment obligations to other taxing entities; and to determine and document the amount
and terms of any indebtedness incurred by the former RDA.

We have completed the AUP engagement of the former RDA of the City of Long Beach,
the results of which are attached. The procedures performed were agreed upon by the
California State Controller’s Office, California Department of Finance (Finance), and Los
Angeles County (LAC) A-C. The initial Recognized Obligation Payment Schedule
(ROPS) was prepared by, and is the responsibility of, the RDA's Successor Agency's
management. Our responsibility was to apply the AUP.

Some of the AUP required legal determinations of whether the obligations were properly
authorized, complied with applicable laws and regulations, and were binding on the
Agency. We have utilized the Office of the County Counsel to provide the legal
determinations required by the AUP. The results of County Counsel’s legal analysis are
presented in Attachment E.

Except for those obligations listed as “questionable” or “unenforceable”, the obligations
we reviewed are, to the best of our knowledge, allowable pursuant to the HSC prior fo
the passage of AB 1484. Questionable and unenforceable obligations identified during
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this engagement are summarized in Exhibit 1. Supporting documentation related to
terms and amounts for each abligation reviewed during this engagement are availabie
for review upon request.

The AUP were completed by Macias, Gini & O’Connell, LLP, an independent Certified
Public Accounting (CPA) firm, and LAC A-C staff. The attached documents constitute
our report on the AUP and include a summary of the review of a sample of obligations
from the Agency's ROPS (Exhibit 1); the AUP and the results of procedures performed
by the independent CPA firm (Attachment A); and the results of procedures performed
by LAC A-C staff (Attachment B). In addition, we have attached an analysis prepared
by our County Counsel (Attachment C) for those ROPS items that required additional
review; and a copy of the Finance ROPS review and final approval letter (Aftachment

D).

This report is intended solely for the information and use of the LAC A-C, the Successor
Agency, the Successor Agency Oversight Board, and applicable State agencies, and is
not intended to be, and should not be used by anyone other than these specified
parties. This restriction is not intended to limit distribution of this report, which is a
matter of public record.

If you have any questions regarding these reports, please contact the RDA Audit
Manager at RDAaudits@auditor.lacounty.gov.

Very truly yours,

Wonk, A Voo |

A= 5 o
Wendy L.. Watanabe ﬁ“" Ain
Auditor-Controller

WLWJET:JLS:SJL
Attachments

¢:  Ana J. Matosantos, Director, California Department of Finance
Successor Agency Oversight Board
Dale L. Hutchins, Redevelopment Administrator, Successor Agency of the Former

RDA for the City of Long Beach
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Review of a Sample of Obligations from the Recognized Obligation Payment
Schedule for the Successor Agency of the City of Long Beach RDA

State Department of Finance — Approval Letter

The original Recognized Obligation Payment Schedule (ROPS) submitied by the
Successor Agency of the City of Long Beach RDA totaled $668,392,092.00. The final
ROPS approved by the State Department of Finance (Finance) totaled
$666,083,265.00. Finance determined that the items below were not enforceable
obligations: :

Jan-June 2012

o temine
Excessive Administrative Various expenses - office $3,669,304
Costs for the six-month supplies, legal services,
period memberships, etc.

Total $3,669,394
July-Dec 2012
Excessive Administrative Various expenses - office $2,308,827
Costs for the six-month supplies, legal services,
period memberships, etc.

Total $2,308,827

Questionable Obligations

The agreed-upon prbcedures performed by the independent CPA firm and the Auditor-
Controller (A-C) determined that the following sample items for period January to June
2012 were questionable obligations:

Project Name/Debt Description Total Outstanding Debt
Obligation or Cbligation
Admin - City of Long Beach Business License Fees $6,000
Billing& Collections
Admin - Hahn & Hahn Legal Services - ongoing 480,000
eminent domain

Admin - Kane, Ballmer, & Legal Services Agreement 60,000
Berkman

Sub total $546,000
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Questionable Obligations (cont'd)

Project Name/Debt Description Total Qutstanding Debt
Obligation or Obligation
Admin-Keyser Marston Financial Consulting 100,000
Associates Services
Admin-Leibold McClendon & | Legal Services 50,000
Mann
Property Maintenance Equity North Investments 275,000
Property Maintenance Overland, Pacific & Cutler 300,000
Admin- Rufan & Tucker Legal Services 10,000
Homeland Tenant Fernald - Architect/Design 35,000
Improvements /Construction Admin
Cherry Avenue Widening Hahn & Hahn -Legal 58,500
Services Agreement
Habitat Homes - Pine/14th Habitat for Humanity of 537,200
Greater Los Angeles -
Rehab/New Construction
Single-Family homes
Olive Court Homebuyers - 2nd 1,625,626
Mortgage Assistance
Loans-Low-Mod BEGIN
funds
Palace Hotel LINC Housing - Affordable 2,135,408
Housing Rehab Project
Pine Avenue Residential Jamboree Housing 3,182,800
Rehab Corporation - Rehab family
affordable rental housing.
14 units. 100% affordable.
Pine Avenue Residential Comprehensive Housing 50,625
Rehab Services - Labor
compliance monitoring
Senior Art Colony and Annex | Comprehensive Housing 70,000
- Phase | Services - Labor
compliance monitoring
Senior Art Colony and Annex | Long Beach Senior Artists 9,094,944
- Phase | Colony - LP Long Beach
Regal
3361 Andy Street LBHDC - 4-unit affordable 462,180
housing rehab
Artesia Blvd Median Public Works - Plan 200,000
Improvement Check, bidding,
construction/project
management

Sub total $18,255,360
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Questionable Obligations (cont'd)

Project Name/Debt Description Total Outstanding Debt
Obligation or Obligation
Atlantic Ave. Median Public Works - Plan 250,000
Improvement Check, bidding,
construction/project
management
Expo Building (4321 Atlantic) | City of Long Beach - 200,000
Fire/Life Safety
Renovations and Code
Compliance
Fire Station 12 Kleinfelder - Inspection 60,035
services
Fire Station 12 Gonzales 2,000,000
Construction/Attorneys
Orchard Supply Lease Sales Tax Rebate 140,842
Agreement
Oregon Park Development LA County - Easement 50,000
Agreement/Plan Check
Oregon Park Development Public Works - Plan 350,000
Check, bidding,
construction/project
management
Oregon Park Development So Cal Edison - Reroute 100,000
Utility/Plan Check
Westside Storm Drain Willdan Associates - 121,000
Inspection services
Westside Storm Drain Kleinfelder - Materials 50,000
Observation / Testing
Westside Storm Drain Public Works - 30,000
Engineering / Consfruction
Mgmt. Services
Total $22,153,237

In addition, the independent CPA firm identified $10,043,199 in questionable obligations
subsequently removed from the ROPS.

Unenforceable Obligations

The legal analysis performed by our County Counsel identified $96,851,896 in
unenforceable obligations that were subsequently removed from the final approved
ROPS.
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June 2012 Disbursement to Successor Agency

The total obligations approved for the six-month period from July 1 to December 31,
2012 by Finance is $33,446,016.00. Based on the available RDA funds, less pass-
through payments paid directly by the A-C and administrative fees, the A-C remitted
$33,446,016.00 for the six-month period from July 1 to December 31, 2012 to the
successor agency, City of Long Beach on June 1, 2012.



Attachment A

COUNTY OF LOS ANGELES,
CALIFORNIA

Independent Accountant’s Report on
Applying Agreed-Upon Procedures on the
Former Redevelopment Agency of the
City of Long Beach, California

Pursuant to AB x1 26
Redevelopment Agency Dissolution

1'1 —\” Certified Public Accountants,
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Certified Public Accountants.

Sacramento * Walnut Creek » Qakland ¢ Los Angeles/Century City » Newport Beach » San Diego

Independent Accountant’s Report on
Applying Agreed-Upon Procedures

County Auditor — Controlier
County of Los Angeles
Los Angeles, California

We have performed the agreed-upon procedures enumerated in Attachment A, which were agreed to by
the County of Los Angeles (County) Auditor-Controller (A-C), solely to assist you in evaluating that the
dissolved Redevelopment Agency (RDA) of the City of Long Beach, California is complying with its
statutory requirements with respect to Assembly Bill (AB) x1 26, prior to the passing of AB 1484.
Management of the successor agency of the City of Long Beach is responsible for the accounting records
pertaining to statutory compliance pursuant to Health and Safety Code section 34182(a)(1). This agreed-
upon procedures engagement was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of the procedures is solely the
responsibility of the party specified in the report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been
requested or for any other purpose.

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

We were not engaged to and did not conduct an audit, the objective of which would be the expression of
an opinion on the obligations selected by the A-C on the Enforceable Obligation Payment Schedules or
the Recognized Obligation Payment Schedule or as to the appropriateness of the other financial
information summarized in Attachment A. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been

reported to you.

This report is intended solely for the information and use of the County of Los Angeles A-C and is not
intended to be and should not be used by anyone other than this specified party.

Yeine (Tinie § O Commell ¢cr

Los Angeles, California
July 23,2012
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CITY OF LONG BEACH REDEVELOPMENT AGENCY
Attachment A — Agreed-Upon Procedures and Findings

A. Redevelopment Agency Dissolution and Restrictions

For each former redevelopment agency, perform the following:

1. Based on the Enforceable Obligation Payment Schedule (EOPS) for the period August 1 through
December 31, 2011 provided by the A-C:

a.

For the obligations selected by the A-C in Schedule 1, identify the payee, a description of the
nature of the work/service agreed to, and the amount of payments made by month through
December 31, 2011, and compare it to the legal document(s) that forms the basis for the
obligation (e.g. contract, bond indenture, etc.). Alternatively, if the amount of payments was
not listed in the legal document, compare it to the general ledger. Note any discrepancies.
Any obligations for which the successor agency cannot produce a supporting legal document,
or for which the supporting fegal document does not support the obligation, should be noted
as “questionable” in the Agreed-Upon Procedures (AUP) report.

Findings: We noted the following findings:

e One obligation was entered into between the former redevelopment agency (RDA)
and the City of Long Beach (City);

e Two obligations were entered into between the vendor and the City. We noted that,
prior to the dissolution of the former RDA, affordable housing related agreements
were generally entered into between the City of Long Beach Housing Development
Company (LBHDC) and the vendor, or the City and the vendor. The City created the
nonprofit LBHDC to implement the affordable housing goals and requirements of the
City, as required by California Redevelopment Law, and to expend the low and
moderate housing funds for the purposes of preserving and increasing the supply of
housing affordable to low and moderate income families.

¢ Nine obligations were terminated subsequent to the preparation of the EOPS and are
no longer obligations of the successor agency;

» We were unable to recalculate the obligation due to the complexity of the calculation
for one obligation; however, the obligation was supported by a legal document;

¢ Ore obligation will be paid from the successor agency’s administrative allowance; as
such, no legal document was provided;

e The payee noted on the EOPS is incorrect for one obligation;

The amounts paid will be reimbursed to the successor agency for one obligation; as
such the net impact to the successor agency will be $0;

* The outstanding amounts for eight obligations were estimates made by the former
RDA; as such, we were unable to trace the amount to a legal document;

e There was a variance between the outstanding obligation amount per the EOPS and
the legal document(s) and/ or our recalculation for nineteen obligations.

Refer to Table I for a detailed summary of findings.
We also noted variances between the amount of payments per the EOPS and the legal

document(s) and/or-the payment listing for thirty-five obligations. These variances were due
to the fact that the payments per the EOPS were estimated amounts,
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Identify the obligations selected by the A-C on the EOPS in Schedule I that were entered into
after June 29, 2011 by examining the legal document.

Findings: We noted that two obligations were entered into subsequent to June 29, 2011 per
the legal documents examined. However, these obligations were for services for ongoing
projects.

Refer to Table 11 for a detailed summary of findings.

Based on the EOPS for the period January 1 through June 30, 2012 provided by the A-C in
Schedule II:

a.

Identify and document the project name and project area associated with each obligation by
examining the legal document.

Findings: The successor agency did not complete the EOPS for the period January through
June 2012. As such, no further work was proposed by the A-C. Refer to Schedule II.

For each obligation selected by the A-C in Schedule II, identify the payee, a description of
the nature of work/service agreed to, and the amount of payments to be made by month
through June 30, 2012, and compare it to the legal document that forms the basis for the
obligation (e.g. contract, bond indenture, etc.). Alternatively, if the amount of payments was

- not listed in the legal document, compare it to the general ledger. Note any discrepancies.

Any obligations for which the successor agency cannot produce a supporting legal document,
or for which the supporting legal document does not support the obligation, should be noted
as “questionable” in the AUP report.

Findings: The successor agency did not complete the EOPS for the period January through
June 2012. As such, no further work was proposed by the A-C. Refer to Schedule I1.

Identify the obligations selected by the A-C on the EOPS in Schedule II that were entered
into after June 29, 2011 by examining the legal document.

Findings: The successor agency did not complete the EOPS for the period January through
June 2012. As such, no further work was proposed by the A-C. Refer to Schedule II

With regard to the Low and Moderate Income Housing Fund (L&M Fund) of the former
redevelopment agency:

a.

Inquire and specifically state in the report the manner in which the former redevelopment
agency did or did not execute a transfer of the L&M Fund to the successor agency.

Findings: We inquired of the City Controller and Accounting Officer, and determined that
prior to the dissolution of the former RDA, the L&M fund was presented separately in the
RDA financial statements as per State mandates. It has been treated as a separate entity and
accounted for in a different fund the Housing Fund (SR 135), within the City’s financial
management system (FAMIS) from its inception. The RDA funds (RD funds), as maintained
in FAMIS were closed, and the balances were transferred to the new successor agency (SA
funds). The City assumed the role of the housing successor agency. As the L&M funds were
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already accounted for within the City's Housing Fund, a transfer to the housing successor
agency (i.e. the City) was not considered necessary.

Financial data of the former RDA for the period October 1, 2011 through January 31, 2012
remained in the RD funds while the SA funds housed the information for the remaining eight
months of the fiscal year. We verified the fund structure by scanning the general ledger detail
reports by fund prior to and subsequent to February 1, 2012.

If the L&M Fund was transferred specifically state in the report the date of transfer and
summarize the manner in which the transfer was performed (e.g., changing the name of the
accounting fund and related bank accounts that are holding these assets for the successor
agency) based on an examination of the successor agency’s accounting records.

Findings: As mentioned at AUP Procedure A.3.a above, the L&M Fund was not transferred
to the housing successor agency as it was already accounted for within the City's Housing
Fund prior to the dissolution of the RDA. As such, subsection b. is not applicable.

Examine the successor agency’s accounting records and specifically state in the report the
value of the assets of the L&M Fund transferred to the redevelopment agency’s successor
agency.

Findings: As mentioned at AUP Procedure A.3.a above, the L&M Fund was not transferred
to the housing successor agency as it was already accounted for within the City's Housing
Fund prior to the dissolution of the RDA. As such, subsection c. is not applicable.

4. With regard to the housing activities and assets of the former redevelopment agency:

a.

Inquire and specifically state in the report whether the housing activities and/or assets were
transferred and the manner in which the agency did or did not execute a transfer to the
SUCCessor agency.

Findings: We inquired of the City Controller, Accounting Officer, and Administrator of
Development Services/Successor Agency, and noted that housing activities and assets
remained in SR 135 subsequent to the dissolution of the former RDA. Furthermore, the City
retained the housing functions previously performed by the RDA.

If housing activities were transferred, obtain and specifically state in the report, the
underlying documentation authorizing the transfer (e.g., resolution of the city or county
assuming the housing activity from the redevelopment agency).

Findings: We verified that the City retained housing activities subsequent to the dissolution of
the former RDA through inspection of the Council resolution which noted in part, “The City
of Long Beach desires to elect to retain the housing assets and functions previously
performed by the Agency in accordance with Section 34176 of the Redevelopment Law.”

If the transfer included assets, obtain a list of the assets and their reported value from the
successor agency and include as an attachment to the AUP report.
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Findings: Housing assets were accounted for in SR 135 prior to the dissolution of the RDA.
Accordingly, no transfer was required.

B. Successor Agency

1.

With regard to the administrative responsibilities and assets of the former redevelopment agency:

a.

Inquire and specifically state in the report the manner in which the former redevelopment
agency did or did not transfer its administrative responsibilities to the successor agency (e.g.,
documents and records, etc.), and the date of the transfer.

Findings: We inquired of the City Controller and Accounting Officer, and noted that the
former RDA transferred all of its administrative responsibilities to the successor agency as of
February 1, 2012. We verified this through the City Council recommendation approved via
the Council resolution on January 17, 2012.

Inquire and specifically state in the report whether the former redevelopment agency
transferred assets other than real property to the successor agency (e.g., cash and
investments).

Findings: We inquired of the City Controller and Accounting Officer, and noted that assets
other than real property of the former RDA, as of the date of the dissolution, were transferred
to the successor agency. These assets included pooled and non-pooled cash and investments,

" short term investments, receivables and other assets.

If assets other than real property were transferred, examine the successor agency’s accounting
records and specifically state in the report the transfer date, summarize the manner in which
the transfer(s) was performed (e.g., changing the name of the accounting funds and related
bank accounts to the name of the successor agency), and the total value of the assets
transferred.

Findings: The City created the SA funds to maintain the financial information of the
successor agency. All assets of the RD funds as of February 1, 2012, were transferred to the
SA funds via journal entries into the general ledger using journal vouchers (JV’s). JV’s were
completed over a period of time, due to the volume of data. The transfer of data commenced
mid-March and was completed in May 2012. Furthermore, as of February 1, 2012, the RD
funds were locked or otherwise restricted and transactions could no longer be posted to these
funds, unless otherwise authorized.

The transfer of bank accounts was not applicable to the pooled cash and investments as the
former RDA’s cash and investments were maintained in the City’s pool. Rather, the equity of
the RD funds in the pool was transferred to the SA funds via JV’s. In addition, the former
RDA’s nonpooled cash and investments as of January 31, 2012 totaled $77 million. These
bank accounts remained in the former RDA’s name as they were bond reserves and bond
proceeds held with the fiscal agent or trustee.

The total value of assets transferred from the former RDA to the successor agency was
$231,217,000. We reviewed the trial balance of the RD funds as of April 30, 2012 and noted
$7,271 remained in equity in pooled cash and investments. We inquired of the Accounting
Officer and noted the balance was maintained to pay final invoices for amounts incurred by
the former RDA prior to the dissolution.
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d.- Inquire and specifically state in the report if real property was transferred from the former
redevelopment agency to the successor agency.

Findings: Real property, in the amount of $47,034,000, which is comprised of land and land
held for resale, was transferred from the former RDA to the successor agency as of February
1, 2012.

e. If real property was transferred, examine and specifically state in the report the evidence of
the transfer(s), such as re-recorded titles filed at the Registrar-Recorder/County Clerk.

Findings: Titles for real property were not re-recorded to the successor agency and continue
to be recorded under the RDA as of the report date.

2. Examine accounting records of the successor agency and determine if the successor agency has
established the Redevelopment Obligation Retirement Fund(s) in its accounting system.

Findings: The Redevelopment Retirement Funds (RORF) were established as funds 270 and 277
under the SA fund type. Funds SA-270 and SA-277 maintain the RORF operations and RORF
debt service financial data, respectively.

We verified the successor agency funds were created as noted, by scanning a report generated
from FAMIS, which provided asset balances for the noted funds without exception.

3. Obtain audited financial statements of the redevelopment agency for the fiscal years ended June
30, 2010 and June 30, 2011. Prepare a schedule listing the name and balance of each asset shown
in the government-wide financial statements for each of the two years, as of June 30" (or fiscal
year end, if different). Obtain unaudited asset balances as of January 31, 2012 from the successor
agency which are comparable to the 2010 and 2011 amounts and include those on the schedule
(marked as “unaudited”). If the successor agency is unable to provide comparable balances,
indicate the reason and leave the 2012 column blank. Include the comparative asset listing as
Schedule IV to the AUP report.

Findings: The financial statement audit was not complete for the year-ended September 30, 2011
as of the date of this report. As such, we obtained the audited financial statements of the former
RDA for the year-ended September 30, 2010 and unaudited asset balances for the year-ended
September 30, 2011 and for the period-ended January 31, 2012. We prepared a schedule listing
the name and balance of each asset shown in the government-wide financial statements for the
periods noted. We noted that the September 30, 2010 and 2011 asset balances are presented
using the economic resources measurement focus and accrual basis of accounting and the January
31, 2012 asset balances are presented using the current financial resources measurement focus
and the modified accrual basis of accounting, Refer to Schedule IV for a listing of assets and
their respective balances.

C. Draft Recognized Obligation Payment Schedule (ROPS)

5. Obtain a list of all payments from the successor agency’s general ledger for the period February 1
through March 31, 2012. Trace and agree payments made by the successor agency to a
corresponding obligation on the draft ROPS provided by the A-C. Note any discrepancies. It is
anticipated that auditors will review all payments for smaller former RDAs, and review a sample
of payments for larger former RDAs. The specific number of payments to be examined for each
RDA will be determined during the performance of procedures in consultation with the A-C.
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Findings: We obtained a list of payments from the successor agency’s general ledger (FAMIS).
We summed total payments made for February and March by obligation as presented on the draft
ROPS. We noted 172 obligations had variances between the estimated payments for February
and March 2012 and the actual payments for that period. Refer to Table [II for a detailed
summary of findings.

We also noted the following findings:

e Obligations for seventeen payments, totaling $215,965 were inadvertently omitted from
the EOPS and the draft ROPS.

e Obligations for two payments, totaling $12,047 were inadvertently omitted from the draft
ROPS.

e Obligations for four payments, totaling $5,458 were not included on the draft ROPS as
the final disbursement was anticipated to be made prior to February 1, 2012.

Compare each enforceabie obligation selected by the A-C from the draft ROPS provided by the
A-C in Schedule III to the legal document(s) that forms the basis for the obligation (e.g. contract,
bond, indenture, etc.). Note any discrepancies. Any document, or for which the successor
agency cannot produce a supporting legal document, or for which the supporting legal document
does not support the obligation, should be noted as “questionable” in the AUP report. Exclude
any enforceable obligation already reviewed under Procedure A, unless the terms or conditions of
the obligation have changed.

Findings: We noted the following findings:

e One obligation was entered into between the former RDA and the City;

e We were unable to recalculate the outstanding obligation due to the lack of information
and the inherent nature of the estimate for one obligation; however, the obligation was
supported by legislation and had a variance of $993,784 from management’s estimate;

e Eleven obligations were between the vendor and the LBHDC or the City. We noted that,
prior to the dissolution of the former RDA, affordable housing related agreements were
generally entered into between the LBHDC and the vendor, or the City and the vendor.
The City created the nonprofit LBHDC to implement the affordable housing goals and
requiréments of the City, as required by California Redevelopment Law, and to expend
the low and moderate housing funds for the purposes of preserving and increasing the
supply of housing affordable to low and moderate income families.

e Five obligations were not supported by a legal document; rather, the obligations were
supported by budgeted amounts as approved by the LBHDC or former RDA Boards;

» One obligation is a duplicate of another item on the draft ROPS;

» One obligation was transferred to another department and is no longer an obligation of
the successor agency. We verified no payments were made from the successor agency
for this obligation by reviewing the payment listing from FAMIS;

o The outstanding amounts for twenty-nine obligations were estimates made by the former
RDA; as such, we were unable to trace the amount to a legal document;

o There was a variance between the outstanding obligation amount per the draft ROPS and
the legal document(s) and/ or our recalculation for thirty-eight obligations.

Refer to Table IV for a detailed summary of findings.
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City of Long Beach Redevelopment Agency
Table | - EOPS August - December 2011 Procedure A.1.a Findings

County of Los Angeles Auditor-Controller

EOPS
No.

Project Name/
Obligation

Payee

Description

Total
Qutstanding Debt
or Obligation

Reportable item Noted

Open Space/Parks Loan
Agresment

City of Long Beach

Parks/Open Space public improvements
per Promissory Note

$ 30,000,000

Obligation betwsen the former
redevelopment agency and the City
of Long Beach.

Pass-Through Restitution

Los Angeles Unified School
District

Pending legal judgment claim of restitution
for pass-through calculation wio ERAF

2,750,000

Outstanding obligation amount not
recaiculated due to the complexity
of the calculation.

Pending Legal Judgment
Claim

Kermit Hathcoat

Lawsuit

50,000

Obligation terminated subsequent
to the preparation of the EOPS and
are no longer obligations of the
SUCCBSSOr agency.

Project Area
Administration

Foster Hooper (Store N
Save)

Storage space rental

10,000

Obligation will be paid from the
successor agency's administrative
aliowance; no legal document
provided.

Project Area
Administration

Rutan & Tucker

Legal Services

10,000

Qutstanding obligation amounts are
estimates made by former
redevelopment agency; amounts
not specified in legal document.

Project Area
Administration

Smith-Emery Laboratories

Soil Testing

50,000

Obligation between the vendor and
the City of Long Beach.

11

754 Pine - Pine Ave.
Mart

Max Ceron Construction

Facade Improvement - Construction

24,550

Outstanding obligation amounts are
estimates made by former
redevelopment agency; amounts
not specified in legal document.

12

Cherry Avenue Widening

Meams Consulting LLC

Environmental Study

10,000

Obligation terminated subsequent
to the preparation of the EOPS and
are no longer obligations of the
successor agency.

13

Cherry Avenue Widening

Sanli Pastore

Goodwill Loss Analysis

12,800

Net impact of obligation to former
redevelopment agency is $0 as
amounts will be reimbursed.

15

Homeland Tenant
Improvements

Fernald

Architect/Design/Construction Admin

35,000

Outstanding obligation amounts are
estimates made by former
redevelopment agericy; amounts
not specified in legal document.

16

inclusionary Housing
Obligations

Successor Housing Agency:

Central Project Area Incl. Housing
Obligation

15,000,000

Obligation terminated subseguent
to the preparation of the EOPS and
are no longer obligations of the
successor agency. Obligation
disallowed by the DOF and
removed from the EOPS.

25

American Hotel

Urbana Development

General Contractor

208,309

Obligation terminated subsequent
to the preparation of the EOPS and
are no longer obligations of the
SUCCEessor agency.

26

Aquarium of the Pacific

U.S.Bank

Pledge of TOT of AOP debt service

93,198,870

Obligation terminated subsequent
to the preparation of the EOPS and
are no longer obligations of the
successor agency.

31

Pacific & 3rd/ath

MTA/City Ventures

100 park and rides spaces in the City
Ventures development on Pacific between

3rd & 4th.

3,067,952

Obligation terminated subsequent
to the preparation of the EOPS and
are no loniger obligations of the
SUCCesSor agency.

{Continued)




City of Long Beach Redevelopment Agency
Table | - EOPS August - December 2011 Procedure A.1.a Findings

County of Los Angeles Auditor-Controller

Total
EOPS Project Name/ Outstanding Debt
No. Obligation Payee Description or Obligation Reportable item Noted
Obligation terminated subsequent
to the preparation of the EOPS and
are no longer obligations of the
successor agency. Obligation
Rehabilitation Loan - 81 rental units for low-] disallowed by the DOF and
43  |Evergreen Apariments _ |Abode Communities mod households $ 2,702,000 Jremoved from the EOPS.
Outstanding obligation amounts are
estimates made by former
Gonzales i redevelopment agency; amounts
45 Fire Station 12 Construction/Attorneys Reaserve for cost of potential litigation 2,000,000 {not specified in legal document.
Obligation terminated subsequent
to the preparation of the EOPS and
are no longer obligations of the
successor agency. Obligation
Inclusionary Housing North Project Area inclu. Housing disallowed by the DOF and
46 Obligations Successor Housing Agency|Obligation 10,000,000 Iremoved from the EOPS.
Long Beach Outstanding obligation amounts are
Bivd./Couplets Street estimates made by former
Improvement (Bond redevelopment agency; amounts
47 Project) Overland, Pacific & Cutler jEasement Acquisition 10,000 |not specified in legal document.
Long Beach Outstanding obligation amounts are
Blvd./Couplets Street estimates made by former
Improvement (Bond redevelopment agency; amounts
48 Project) RBF Engineer 30,000 |not specified in legal document.
Long Beach Qutstanding obligation amounts are
Bivd./Couplets Street estimates made by former
Improvement (Bond redevelopment agency; amounts
51 Project) Willdan Construction Management 15,500 |not specified in legal document.
Outstanding obligation amounts are
estimates made by former
redevelopment agency; amounts
not specified in legal document.
. Payee incorrect on EOPS; rather
North Project Area North Project Area payee should be Wallin, Kress,
54 Committee Committee Legal Services Agreement 40,000 |Reisman & Kranitz, LLP.
Obligation terminated subsequent
to the preparation of the EOPS and
are no longer obligations of the
55 Parking Wayfinding MTA Parking wayfinding signage - Grant match 238,000 [successor agency.
Parwood (Northpointe) Residential Rehab. HELP Loan Obligation between the vendor and
56 Apts CalHFA Repayment 1,000,000 {the City of Long Beach.
Qutstanding obligation amounts are
estimates made by former
City of Long Beach, Public redevelopment agency; amounts
57  |Public Art Installation Works Grace Park, Chase Park, Atlantic Median 61,627 |not specified in legal document.

18

(Continued)
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City of Long Beach Redevelopment Agency
Table IV - ROPS October 2011 - June 2012 Procedure C.6 Findings

County of Los Angeles Auditor-Controlier

ROPS No.

Project Name/ Obligation

Payee

Description

Total
Qutstanding Debt
or Obligation

Reportable ltem Noted

Affordable Housing
Compliance Monitoring

City of Long Beach

Administer required Monitoring
Program

$ 116,725

The agreement was entered into
between the former redevelopment
agency and the Clty of Long
Beach.

Calpers/ Sick Leave/ Post
Ret.Health/WC/Vacation/
Severance

City of Long Beach

Unfunded RDA share
Liability/Severance Costs

15,956,085

Exact outstanding obligation
amount not recalculated due to the
complexity of the calculation.
However, we traced obligation per
the draft ROPS to the City's
estimate. A vanance of $993,784
was noted.

27

Project Area
Administration

City of Long Beach Billing&
Collections

Business License Fees

6,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

Project Area
Administration

Hahn & Hahn

Legal Services - ongoing eminent
domain

480,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not spacified in legal document.

39

Project Area
Administration

Kane, Balimer, & Berkman

Legal Services Agreement

60,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

40

Project Area
Administration

Keyser Marston Associates

Financial Consulting Services

100,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

42

Project Area
Administration

Leibold McClendon &
Mann

Legal Services

50,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

Furthermore, agreement was
entered into between the vendor
and the City of Long Beach
Housing Development Company or
the City of Long Beach.

52

Property Maintenance

Equity North Investments

Property Maintenance Agency-wide

275,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

53

Property Maintenance

Qverland, Pacific & Cutler

Property Maintenance Agency-wide

300,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

60

1900 Atlantic

Overland, Pacific & Cutler

Property
Management/Maintenance

68,077

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

69

Cherry Avenue Widening

Hahn & Hahn

Legal Services Agreement

58,500

Outstanding obligation amounts
are estimates made by former
redevelopment agency, amounts
not specified in legal document.

27
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City of Long Beach Redevelopment Agency
Table IV - ROPS October 2011 - June 2012 Procedure C.6 Findings

County of Los Angeles Auditor-Controiler

ROPS No.

Project Name/ Obligation

Payee

Description

Total

Outstanding Debt

or Obligation

Reportable item Noted

73

Coronado

Brookfield Homes

Development/Second Mortgage
Assistance Loans - New affordable
ownership condos. 48 units. 100%
affordable.

$

7,847,784

Agreement was entered into
between the vendor and the City of
Long Beach Housing Development
Company or the City of Long
Beach.

78

Habitat Homes - Pine/14th

Habitat for Humanity of
Greater Los Angeles

Rehab/New Construction Single-
Family homes

537,200

Agreement was entered into
betwsen the vendor and the City of
Long Beach Housing Development
Company or the City of Long
Beach.

Furthermore, no legal contract has
been entered into. Obligation
supported by budgeted amount for
project approved by the Housing
Development Company or RDA
Board.

85

McBride Park Teen Center

Martinez Architects

Architect

71,452

Obligation is e duplicate of ROPS
#89 and should be removed from
the draft ROPS

87

McBride Park Teen Center

Public Works

Inspection services

10,000

Qutstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

92

Olive Court

Homebuyers

2nd Mortgage Assistance Loans-
Low-Mod BEGIN funds

1,625,626

Agreement was entered info
between the vendor and the City of
Long Beach Housing Development
Company or the City of Long
Beach.

g7

Orizaba Park Expansion

Public Works

Construction Inspection / Mgmt.

25,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounis
not specified in legal document.

100

Palace Hotel

LINC Housing

Affordable Housing Rehab Project

2,135,408

Agreement was entered into
between the vendor and the City of
Long Beach Housing Development
Company or the City of Long
Beach.

105

Pine Avenue Residential
Rehab

Jamboree Housing
Corporation

Rehab family affordable rental
housing. 14 units. 100%

affordable.

3,182,800

Agreement was entered into
between the vendor and the City of
Long Beach Housing Development
Company or the City of Long

Beach.
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City of Long Beach Redevelopment Agency
Table IV - ROPS October 2011 - June 2012 Procedure C.6 Findings

County of Los Angeles Auditor-Controller

ROPS No.

Project Name/ Obligation

Payee

Description

Total
Outstanding Debt
or Obiigation

Reportable item Noted

106

Pine Avenue Residential
Rehab

Comprehensive Housing
Services

Labor compliance monitoring

3 50,625

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

Furthermore, the agreement was
entered into between the vendor
and the City of Long Beach
Housing Development Company or
the City of Long Beach.

107

Senior Art Colony and
Annex - Phase |

Comprehensive Housing
Services

Labor compliance monitoring

70,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

Furthermore, the agreement was
entered into between the vendor
and the City of Long Beach
Housing Development Company or
the City of Long Beach.

108

Senior Art Colony and

Long Beach Senior Artists
Colony - LP Long Beach
Regal

New senior affordable rental
housing. 200 units. 100%
affordable.

9,094,944

Agreement was entered into
between the vendor and the City of
Long Beach Housing Development
Company or the City of Long
Beach.

112

Annex - Phase |

The Courtyards

Clifford Beers, inc.

Affordable Housing Rehab Project

400,000

Agreement was entered into
between the vendor and the City of
Long Beach Housing Development
Company or the City of Long
Beach.

113

Washington School HAP
Focus Area

Scattered Sites
Development

Habitat for Humanity of
Greater Los Angeles

Development of three new single-
family

homes on Henderson and
Chestnut, and the rehabiiitation of
the existing home at 1650
Magnolia, for low-income families.

285,200

Agreement was entered into
between the vendor and the City of
Long Beach Housing Deveiopment
Company or the City of Long
Beach.

117

Central/Downtown Parking
Lots

.

Central Parking

Parking Lot Management

663,422

Obligation was transferred to
another department and should be
removed from the ROPS. MGO
verified no payments were made.

122

Bikestation Long Beach

Public Works

Inspection services

24,879

Qutstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

143

LBHDC

3361 Andy Street

4-unit affordable housing rehab

462,180

No legal contract has been entered
into. Obligation supported by
budgeted amount for project
approved by the Housing
Deveiopment Company or RDA
Board.
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City of Long Beach Redevelopment Agsncy
Table IV - ROPS October 2011 - June 2012 Procedure C.6 Findings

County of Los Angeles Auditor-Controller

ROPS No.

Project Name/ Obligation

Payee

Description

Total
Qutstanding Debt
or Obligation

Reportable itam Noted

158

Artesia Blvd Median
improvement

Public Works

Plan Check, bidding,
construction/project mngmnt

3 200,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

161

Atlantic Ave. Median
improvement

Public Works

Pian Check, bidding,
construction/project mngmnt

250,000

Qutstanding obligation amounts
are estimates made by former
redevelopment-agency; amounts
not specified in legal document.

162

Belwood Apartments

Hunt Capital Partners

Rehabilitation of 34 rental units for
low-income households

5,900,000

No legal contract has been entered
into. Obligation supported by
budgeted amount for project
approved by the Housing
Development Company or RDA
Board. Obligation disaliowed by
DOF and removed from ROPS.

163

Belwood Apartments

TBD

Labor Compliance Monitoring

58,000

No legal contract has been entered
into. Obligation supported by
budgeted amount for project
approved by the Housing
Development Company or RDA
Board. Obligation disallowed by
DOF and removed from ROPS.

169

Expo Building (4321
Atlantic)

City of Long Beach

Fire/Life Safety Renovations and
Code Compliance

200,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency, amounts
not specified in legal document.

172

Fire Station 12

Kleinfelder

Ingpection services

60,035

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

178

Orchard Supply Lease
Agreement

Orchard Supply

Sales Tax Rebate

140,842

Qutstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

180

Oregon Park Development

City Development Dept.

City Pian Check/Permit/inspection
Fees

60,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

181

Oregon Park Development

LA County

Easement Agreement/Plan Check

50,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

183

Oregon Park Development

Public Works

Plan Check, bidding,
construction/project mngmnt

350,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document

185

Oregon Park Development

So Cal Edison

Reroute Utility/Plan Check

100,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

187

Ramona Park Apartments

Paim Desert Development

Company

New 61-unit low income senior

rental housing

12,400,000

No legal contract has been entered
into. Obligation supported by
budgeted amount for project
approved by the Housing
Development Company or RDA
Board. Obligation disallowed by
DOF and removed from ROPS.
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City of Long Beach Redevelopment Agency
Table IV - ROPS October 2011 - June 2012 Procedure C.6 Findings

County of Los Angeles Auditor-Controller

ROPS No.

Project Name/ Obligation

Payee

Description

Total
Outstanding Debt
or Obligation

Reportable item Noted

190

Vons Lease Agreement

Vons

Sales Tax Rebate

$ 391,737

Qutstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

196

Poly Gateway

Public Works

Construction Inspection / Mgmt.

12,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

219

Westside Storm Drain

AECOM

Phase 1,283 Design

85,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.

221

Westside Storm Drain

Willdan Associates

Inspection services

121,000

QOutstanding obiigation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document

222

Westside Storm Drain

Kleinfelder

Materials Observation / Testing

50,000

QOutstanding obiigation amounts
are estimates made by former
redevelopment agency; amounts
not specified In legal document.

223

Westside Storm Drain

Public Works

Engineering / Construction Mgmt.

Services

30,000

Outstanding obligation amounts
are estimates made by former
redevelopment agency; amounts
not specified in legal document.
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City of Long Beach Redevelopment Agency
Table IV - ROPS October 2011 - June 2012 Procedure C.6 Findings

County of Los Angeles Auditor-Controller

Total Legal Document/
ROPS Outstanding Debt Auditor
No. | Project Name/ Obligation Payee Description or Obligation Recalculation Variance

Reportable item noted: Variance between the outstanding

obligation per the initial ROPS and th

e legal document(s

and/ or Auditor recalculation

Affordable Housing Administer required Monitoring
§ ___|Compliance Monitoring City of Long Beach Program 3 116,725] $ 128,285) $  (11,560)
Arts Council for Long FY11 Contract for Art and
12  |Art Projects Beach Administration 237,949 247,925 (9,976)
110 Pine Avenue Holding
19 |Housing Services Bureau (LLC 110 Pine Suite 1200 lease 204,000 202,908 1,092
Neighborhood City of Long Beach,
20 |Enhancement Area Development Services Single Family Residential Rebate 344,907 314,742 30,165
Neighborhood Stabilization
21 [Program (NSP2) Contractors Single Family Rehabiliitation Grants 1,312,948 1,357,344 (44,395)
26 |Project Area Administration |Chicago Titie Company Title Services 55,000 50,000 5,000
Professional Development and
28 {Project Area Administration [CRA QOrganizational Support 108,180 45,000 63,180
43  |Project Area Administration |Lidgard & Associates Appraisal services 565,000 75,000 490,000
57 [1330 Gladys Avenue Jesse Dean Creative Office Tenant improvement 124,788 123,688 1,100
63 ]3243 E. Anaheim Howard CDM Facade Improvement - Consiruction 119,289 106,788 12,501
Hit & Miss Enterprises/LA
70 ICherry Avenue Widening {Superior Court 1825 E. PCH Goodwill 1,000,000 803,000 187,000
Development/Second Mortgage
Assistance Loans - New affordable
ownership condos. 48 units. 100%
73 |Coronado Brookfield Homes affordable. 7,847,784 5,370,199 2,477,586
Architectural Services/Project
74  |Craftsman Park Melendrez Management 62,000 60,639 1,361
75 |Craftsman Park Totum Corp. Construction Manager 76,650 76,900 (250
89 [McBride Senior Center Martinez Architects Architect 127,128 127,580 (452)
2nd Mortgage Assistance Loans-Low-
92 1Olive Court Homebuyers Mod BEGIN funds 1,625,626 1,596,247 29,379
Qrizaba Park Community
93 |[Center Fernald, Inc. Architectural Services 261,263 234,565 26,698
Orizaba Park Community
94 |Center Totum Corp. Construction Mgmt. Services 253,944 279,000 (25,056)
Mackone Development,
96 |Orizaba Park Expansion __|In¢. Contractor 413,357 414,083 (1,626)
98 |Orizaba Train - Art Fabricati{Patrick Vogel Design Fabrication 65,000 62,844 2,156
100 |Palace Hotel! LINC Housing Affordable Housing Rehab Project 2,135,408 1,133,128 1,002,280
103 |PE Row Landmark Site Contractors |Contractor 160,000 225,837 (65,837)
112 |The Courtyards Clifford Beers, Inc. Affordable Housing Rehab Project 400,000 493,000 (93,000)
Development of three new single-
family
Washington School HAP homes on Henderson and Chestnut,
Focus Area . and the rehabilitation of the existing
Scattered Sites Habitat for Humanity of home at 1650 Magnolia, for fow-
113 |Development Greater Los Angeles income famiiies. 285,200 208,659 76,541
Downtown Long Beach Economic Development, Marketing,
128 |Associates (DLBA) Support|DLBA Qutreach, Special Events 550,431 2,180,444] (1,630,013)
(Continued)
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City of Long Beach Redevelopment Agency
Table IV - ROPS October 2011 - June 2012 Procedure C.6 Findings

County of Los Angeles Auditor-Controller

Total Legat Document/
ROPS Outstanding Debt Auditor
No. | Project Name/ Obligation Payee Description or Obligation Recaiculation Variance
Reportable item noted: Variance between the outstanding obligation per the initial ROPS and the legal docurment(s) and/ or Auditor recalculation
Streetscape improvements on The .
ValleyCrest Landscape Promenade north block between First
132 [Promenade North Block Development, Inc. St. and Broadway $ 2,697,995] $ 2,478,411] § 219,584
Atlantic Ave. Median
159 |improvement AECOM Landscape Architect 99,772 65,653 34,119
Bixby Knolis Shopping
164 |Center GASKA Facade improvement 800,000 500,000 300,000
Davenport Park
166 |Development Bryan A Stirrat & Assoc. _ |Landfill Ciosure/Land Use Consultant 349,137 341,642 7.495
Davenport Park
167 |Development LSA Associates Prepare EIR 207,171 250,000 (42,829)
170 [Fire Station 12 CBM Consuiting, Inc. Construction management 172,919 126,035| 46,884
171 {Fire Station 12 Gonzales Construction Construction 4,724,384 4,529,464 194,920
174 |Fire Station 12 Solis Group L abor Compliance 54,000 24,000 30,000
176 |Fire Station 12 Westnet Alarm system 118,051 97,297 20,754,
182 {Oregon Park Development {RJM Design Group Landscape Architect 53,300 53,385 (85)
FY11-12 Pass Through Payments -
186 {Pass Through Payments |Various North Project Area 6,684,264 7,396,204 (711,940)
South Waterfront Hotels Portside Partners (The Public improvement Reimb. Marriott ’
188 |Street improvement Ensembie Group) and Hotel Maya 220,000 213,706 6,294
215 [Convention Center City of Long Beach Convention Center expansion 538,181 537,019 1,162
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Los Angeles County, Auditor-Controlier Attachment B
Agreed-Upon Procedures Report

Successor Agency — City of Long Beach

The results of those procedures performed by the Auditor-Controller (A-C) are as
follows:

Procedure B.1.a

Inspect evidence that the successor agency was established by February 1, 2012.
Results
No exceptions were noted as a result of performing this procedure.

Procedure B.1.b

Inspect evidence that the oversight board members were appointed and their names
were submitted to the Department of Finance (Finance) by May 1, 2012.

Results
No exceptions were noted as a result of performing this procedure.

Procedure C.1

Obtain a copy of the draft Recognized Payment Obligation Schedule (ROPS) from the
successor agency.

Results

No exceptions were noted as a result of performing this procedure.

Procedure C.2

Inspect evidence that the initial draft ROPS was prepared by March 1, 2012 by the
successor agency.

Results

No exceptions were noted as a result of performing this procedure.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




Auditor-Controlier Agreed-Upon Procedures Report Page 2

Procedure C.3

Determine if the certified draft ROPS was approved by the oversight board. If the
certified draft ROPS was not approved by the date of this report, we noted it as a
finding.

Results

No exceptions were noted as a result of performing this procedure.

Procedure C.4

Determine if the draft ROPS was submitted to the County A-C, State Controller, and
Finance.

Results

The draft ROPS was not submitted to the State Controller.

Procedure E.1

Obtain a copy of pass-through payment agreements from the successor agency.
Results

No exceptions were noted as a result of performing this procedure.

Procedure E.2

Obtain a list of pass-through obligations from the successor agency as of January 31,
2012, including the recipient and terms of each pass-through obligation.

Results

The City of Long Beach Successor Agency provided the A-C with verification of pass-
through payments made for the period July to November 30, 2011, and provided a list of
outstanding pass-through obligations.

Procedure E.3

Obtain a list of pass-through payments made between July 1, 2011 and January 31,
2012 and verified payments.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




Auditor-Controlier Agreed-Upon Procedures Report Page 3

Results

As indicated above, the City of Long Beach Successor Agency provided verification of
payment to Schools and Special Districts made for the period July 1, 2011 to November
30, 2011, and a list of the pass-through amounts outstanding. In addition, the A-C
distributed the County Entities’ share of pass-through payments for the period from
November 1, 2011 to January 31, 2012. The amounts paid and owed are as follows:

Pass-through Taxing | Pass-through Amount | Pass-through Amount
Entity Paid Owed
County Entities $2,026,197.84 $345,548.15
City 0 630,185.67
Special Districts 143,497.23 1,456,006.55
Schools 2,883,138.35 1,277,272.20
TOTAL $5,052,833.42 $3,709,012.57

AUDITOR-CONTROLLER

COUNTY OF LOS ANGELES



Attachment C

COUNTY OF LOS ANGELES
OFFICE OF THE COUNTY COUNSEL

648 KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET

LOS ANGELES, CALIFORNIA 90012-2713 TELEPHONE
) (213) 974-1921
JOHN F, KRATTLI FACSIMILE
County Counsel July 25, 2012 (213) 617-7182
: TDD
(213) 633-0901
TO: WENDY WATANABE
Auditor-Controller
FROM: JUDY W, WHITEHURST
Assistant County Counsel _

Government Services Division -

RE: Legal Analysis of Long Beach City-Agency Loans

Pursuant to your request, our office performed a legal analysis to
supplement the agreed-upon procedures audit conducted pursuant to Health &
Safety Code section 34182(a). Specifically, you requested that we review a
$94,838,615 City loan and a $2,013,281 City loan to determine whether they are
“enforceable obligations™ pursuant to ABx1 26 (Chapter 5, Statutes 2011) as
amended by AB 1484 (Chapter 26, Statutes 2012). We have consulted with
outside counsel and concur with their findings that neither loan is an enforceable
obligation,

_A . City/RDA Loan Agreement

Item no. 59 on the Long Beach Recognized Obligation Payment
Schedule (“ROPS”), (Item 122 on the initial ROPS) is identified as a city loan,
payable to the City of Long Beach (“City”) for downtown redevelopment project

~ area planning, Although there are multiple underlying documents, the key

document that quantifies the total amount due is an Amended and Restated Loan
Agreement (“Downtown Project Area”) dated January 20, 2011 in the principle
sum of $94,838,615.49 (“City/RDA Loan Agreement”). This agreement was an
amendment and restatement of obligations arising under the following documents
and agreements:

1. September 11, 1974 Contract between the Redevelopment
Agency of the City of Long Beach (“Agency”) and City for City’s advancement
of funds and services to the Agency, as amended on December 5, 1977,
July 11, 1978, and November 14, 1983, (collectively referred to as “Loan #DT3”);

HOA.8971522



2. October 20, 1992 Loan Agreement between the Agency and
City (“Loan #DT423");

3. October 2, 2002 Loan Agreement between the Agency and
City (“Loan #DT562").

The City/RDA Loan Agreement consolidated Loans DT3, DT423
and DT562 into one principle obligation of $94,838,615.49, payable at a
compounded interest rate of three percent over a 20-year period commencing on
October 1, 2011. Those prior loans represented advances from the City to the
Agency to serve as seed capital to fund the cost of Agency activities. While the
underlying loans may have been authorized at the time they were made, ABx1 26
voided the City/RDA Loan Agreement together with the underlying obligations.

Health & Safety Code section 34171(d)(2) states, in relevant part,
“[f]or purposes of this part, ‘enforceable obligation’ does not include any
agreements, contracts, or arrangements between the city or county, or city and
county that created the redevelopment agency and the former redevelopment
agency.” Section 34178(a) takes this one step further, stating “[cJommencing 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 ...”

The California Department of Finance has issued various
memoranda addressing frequently asked questions common to the dissolution of
redevelopment agencies. One memorandum specifically poses the question: “Can
interagency loans be enforceable obligations?” The answer provided by the
Department of Finance is as follows:

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

The inclusion of the City/RDA Loan Agreement in the ROPS was
defended by Counsel for the City, Rutan & Tucker, by means of a letter dated
May 2, 2012, which was submitted to the Oversight Board. Although the letter
vigorously defends the loan agreement, at page 4 it acknowledges that “ABx1 26
is ambiguous on this issue, but we are hopeful the ambiguity will be clarified by
the Legislature in AB 1585. . . The letter further explains that were the
City/RDA Loan Agreement “not listed on the ROPS there is a danger that funds

HOA.897152.2



owing the City will be ‘swept’ to the Los Angeles County Auditor-Controller and
disbursed to other taxing entities that are not entitled to receipt of the funds,
which will result in accounting problems, confusion, potential offset of funds
owing to the taxing entity at a later date, and even litigation.” Therefore, it seems
the City/RDA Loan Agreement was included in the Long Beach ROPS as a
placeholder in the hopes that a legislative or judicial “fix” was imminent.
Ultimately, it appears that the item was removed, because the final, ROPS dated
May 23, 2012 does not include an item identifying a total obligation in the
amount of $94,838,615.49.

This analysis is unaffected by the June 27, 2012 enactment of
AB 1484. Specifically, AB 1484 does not change the definition of an enforceable
obligation. Further, Health & Safety Code section 34173 (h), which authorizes
loans. between the city or county that authorized the creation of a redevelopment
agency and successor agency for specific purposes, is not applicable because the
loans at issue are between the City and former redevelopment agency. Therefore,
the Loan Agreement is not an enforceable obligation.

B. Business Loan Agreement

We have also reviewed an obligation in the amount of $2,013,281
payable to the City pursuant to an Amended and Restated Agreement to Fund
City Business Loan Program dated October 1, 2000 (“Business Loan
Agreement”). While we have not been able to locate that specific obligation on
the Long Beach ROPS, it is our conclusion that the Business Loan Agreement
would be unenforceable.

The Business Loan Agreement amended and restated a
June 30, 1987 Agreement to Fund City Business Loan Program in the downtown
and West Long Beach Industrial Redevelopment Project areas, as amended on
October 7, 1988 and September 8, 1998. The crux of these agreements was that
the City was to operate and administer certain commercial and industrial
rehabilitation loan programs. The Agency agreed to reimburse the City for that
portion of the loan program utilized in redevelopment project areas, including the
cost of funding and administering loans and other obligations under such
programs. Significantly, the Agency had no obligation to any third parties under
the Business Loan Agreement. It was strictly an agreement between the City and
the Agency to reimburse City costs and expenses.

As it is set forth in greater detail above, ABx1 26 invalidated such

agreements between cities and their redevelopment agencies. As also explained
above, the enactment of AB 1484 does not change, but instead reinforces our
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conclusions. Accordingly, any obligations of the Agency to the City under the
Business Loan Agreement is not enforceable pursuant to ABx1 26 and AB 1484.
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May 25, 2012

Dale L. Hutchinson, Administrator
Clty of Long Beach Successor Agency
333 W. Ocean Blvd, 3rd Floor

Long Beach, CA 90802

Dear Mr. Hutchinson:
Subject: Recognized Obligation Payment Schedule Approval Letter

Pursuant to Health and Safety Code (HSC) section 34177 (1) (2) (C), the City of Long Beach
Successor Agency submitied Recognized Obligation Payment Schedules (ROPS) to the
California Depariment of Finance (Finance) on May 23, 2012 for periods January to June 2012
and July to December 2012. Finance is assuming appropriate oversight board approval.
Finance has completed its review of your ROPS, which may have included obtaining
clarification for various items,

HSC section 34171 (d) lists enforceable obligation (EO) characteristics. Based on a sample of
line items reviewed and application of the law, the following do not qualify as EOs:

» Administrative cost allowance in the amount of $3,669,394 is denied in the January thru
June 2012 ROPS. HSC section 34171 (b) limits the 201 1-12 administrative cost
allowance to five percent of the property iax allocated to the successor agency or
$250,000, whichever is greater. Five percent of the property tax allocated is
approximately $1,705,832 therefore; we are denying $3,669,394 of the claimed
$5,375,326.

« Administrative cost allowance in the amount of $2,308,827 is denied in the July thru
December 2012 ROPS. HSC section 34171 (b) limits the 2012-13 administrative cost
allowance to three percent of the property tax allocated to the successor agency or
$250,000, whichever is greater. Five percent of the property tax allocated is
approximately $974,156 therefore; we are denying $2,308,827 of the claimed
$3,282,983.

Except for items disallowed in whole or in part as enforceable obligations noted above and in
Finance's letter dated May 10, 2012, Finance is approving the remaining items listed in your
ROPS for both periods. This is our determination with respect to 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 of the disputed issue may be accommodated by
amending the ROPS for the appropriate time period. Items not questioned during this review
are subject to a subsequent review, if they are included on a future ROPS, If an item included
on a future ROPS is not an enforceable obligation, Finance reserves the right to remove that
item from the future ROPS, even if it was not removed from the preceding ROPS,



Mr. Hutchinson
May 25, 2012
Page 2

Please refer to Exhibit 12 at hitp://www.dof.ca.gov/assembly bitlls 26-27/view.php for the
amount of RPTTF that was approved by Finance 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 a practical matier, 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 Robert Scott, Supervisor or Jenny DeAngelis, Lead Analyst at
(916) 322-2985.

Sincerely

MARK HILL
Program Budget Manager

cc: Mr. Robert M. Zur Schmiede, Deputy Director of Development, City of Long Beach
Ms. Kristina Burns, Program Specialist lll, Los Angeles County




