OVERSIGHT BOARD FOR SUCCESSOR AGENCY
TO THE CITY OF MONTCLAIR REDEVELOPMENT AGENCY

AGENDA

City Council Chambers
Montclair Civic Center
5111 Benito Street
Montclair, CA

Regular Meeting
Wednesday, December 19, 2012
6:00 p.m.

As a courtesy, please silence your celf phones, pagers, and other electronic devices while the
meeting s in session. Thank you.

William Ruh -~ Chairman, Montclair Mayor Paul Eaton Appointee

Tenice Johnson - Vice Chairperson, County of San Bernardino Citizen Appointee
Terry Catlin - Inland Empire Utilities Agency Appointee

Kim Erickson - Chaffey Community College District Appointee

Janet Kulbeck - City of Montclair Employee Organization Appointee

John Richardson - County of San Bernardino Appointee

Kim Stallings - Ontario-Montclair School District Appointee

Page No.

1. PRELIMINARY MATTERS

A. Call to Order
B. Roll Call

IIl.  PUBLIC COMMENT

Any person wishing to address the Oversight Board on any matter,
whether or not it appears on this agenda, is requested to complete a
‘Speaker Request” form, available at the door. The form should be
completed and submitted to the Secretary prior to the beginning of
this meeting or prior to an individual agenda item being heard by the
Oversight Board. Fach speaker will be afforded five minutes to address
the Oversight Board. No action will be taken on any item not listed on
the agenda pursuant to the Ralph M. Brown Act.

Il.  APPROVAL OF MINUTES - None
IV. BUSINESS ITEMS
A.  Consider Receiving Public Comment on Due Diligence Audit of the

Former City of Montclair Redevelopment Agency Account Balances
and Funds Prepared by Teaman, Ramirez and Smith, Inc. 3



_ Page No.
V. . COMMUNICATIONS ' |
A Staff
“B.  Chairman énd Members

VI.  ADJOURNMENT

The above actions of the Oversight Board shall not become effective for three business days,
pending any request for review by the DOF. [If DOF requests review of the above Board actions, it
will have ten days from the date of the request to approve the Oversight Board action or return jt to
the Oversight Board for reconsideration; and the action, if subject to review by DOF, will not be
effective until approved by DOF.

The next regularly scheduled Oversight Board meeting will be held on fanuary 9, 2013, at 6:00 p.m.
in the City Council Chambers.

Reports, backup materials, and additional materials related to any item on this Agenda distributed
to the Successor Agency Board after distribution of the Agenda packet are available for public
inspection in the Office of the Secretary located at 5111 Benito Street, Montclair, Califorriia, between
7:00 a.m. and 6:00 p.m., Monday through Thursday.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate
in this meeting, please contact the Secretary at (909} 625-9416. Notification 48 hours prior to the
meeting will enable the City to make reasonable arrangements to ensure accessibility to this
meeting. (28 CFR 35.102-35.104 ADA Title If)

, Yvonne L. Smith, Secretary, hereby certify that ! posted, or caused to be posted, a copy of this
Agenda not less than 24 hours prior to this meeting on the bulletin board adjacent to the north
door of Montclair City Half on December 17, 20]_ 2.



AGENDA REPORT

SUBJECT: CONSIDER RECEIVING PUBLIC COMMENT DATE: December 19, 2012 -
o ON DUE DILIGENCE AUDIT OF THE FORMER ' S
CITY OF MONTCLAIR REDEVELOPMENT _SECTION:.  BUSINESS ITEMS
AGENCY ACCOUNT BALANCES AND FUNDS o L
 PREPARED BY TEAMAN, RAMIREZ AND - ITEM NG A
SMITH, INC. : : '

FILELD.: OBO050 .
DEPT.: = OVERSIGHT BOARD

REASON FOR CONSIDERATION: Section 34179.6(b) of the Health and Safety Code -
requires that an oversight board convene a public comment session at least five business
days before an oversight board holds a vote to approve a Due Diligence Review of a
former redevelopment agency. . ' ' :

Oversight Board Members have been supplied with a copy of the Due Diligence Review
conducted by Teaman, Ramirez and Smith, inc. The Oversight Board is requested to hear -
any comment from the public on the results of the Due Diligence Audit of the former City
of Montclair Redevelopment Agency's account balances and funds transferred to the
Successor Agency. - ! .

. BACKGROUND: As indicated above, Section 34179.6 of the Health and Safety Code,
included pursuant to AB 1484, added requirements for preparation-of a Due Diligence
Audit of a former redevelopment agency's Low- and Moderate-income Housing Fund
and of all other account balances and funds of a former redevelopment agency. The
audit of the Low-and Moderate-Income Housing Fund had to be completed by an inde-
pendent audit firm by October 1, 2012. The Oversight Board took action to adopt the
Due Diligence Review of the Low- and Moderate-income Housing Fund on October 10,
2012. :

The Due Diligence Review of all other account balances and funds of a former
redevelopment agency was to be submitted to the Oversight Board, County Auditor
Controller, Office the State Controller, and the Department of Finance by December 15,
2012. The Due Diligence Review of the account balances and funds of the former City of
Montclair Redevelopment Agency was completed by Teaman, Ramirez and Smith, Inc., on
December 12, 2012, and was forwarded to Oversight Board Members and other agencies
on December 13, 2012.

Pursuant to AB 1484, the deadline for the Oversight Board to approve the Due Diligence
Review is January 15, 2013. However, upon receipt of the Due Diligence Audit, an oversight
board must convene a public comment session to take place at least five business days
before the oversight board holds a vote to consider approval of the audit report.’

. Reviewed and ,
Prepared by: M S'WF% P Approved by: M, 5771737—5

Proofed by: @WW Presented by: /b( STHHATS
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.'The purpose of the meeting conducted on December 19, 201 2, is to receive any puth
comment on the Due Dlllgence Audlt :

FISCAL IMPACT: There is no fiscal impact associated with rece:pt of pubhc comment
regarding the Due Diligence Audit of the account balances and funds transferred to the
Successor Agency. by the former City of Montc[air Redevelopment Agency.

: RECOMMENDAT[ON Staff recommends the Oversight Board consider pubhc comment on
the Due Diligence Review of the former City of Montclair Redevelopment Agency account
balances and funds prepared by Teaman, Ramirez and Smith, Inc.



City of Monteclair :
Successor Agency to the Montclair -
Redevelopment Agency

Independent Accountants’ Report
On Applying Agreed-Upon Procedures



Independent Accountants' Report on Applying
Agreed-Upon Procedures

City of Montclaxr
‘Successor Agency to the Montclair Redcvelopment Agency
Montclair, CA

We have performed the required agreed-upon procedures (AUP) enumcrated in Attachment A,
which were agreed to by the California State Controller's Office, and the State of Cahforma
Department of Finance (State Agencies) solely to assist you in-complying with the requirements
described in AB 1484, Management of the Successor Agency is responsible for the accounting
records pertaining to compliance with the applicable requirements of AB 1484. This agreed-upon
- procedures engagement was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of these procedures is solely
the responsibility of - those parties specified in the report. Consequently, we make no
representation regarding the sufficiency of the procedures described in Attachment A either for
the purpose for which this report has been requested or for any other purpose.

The- scope of this engagement was limited to performing the minimum required agreed-upon
procedures as set forth in Attachment A, Attachment A 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 accounting records and appropriateness of the results 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 applicable State Agencies and the
City of Montclair, 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. ' '

Aoy € il e

December 11, 2012



Attachment A
~ List of Procedures for Due Diligence Revnew
Czty of Moniclair (Successor Agency) |
General information regar_ding these procédures:

1. The procedures associated with Sections 34179.5(c)(1) through™ 34179.5(c)(3) and
Sections 34179.5(c)(5) through 34179.5(c)(6) are to be applied separately to (&) the Low
- and Moderate Income Housing Fund of the Successor Agency and to (b) all other funds
of the Suocessor Agency combmed (excluding the Low and Moderate Income Housing
Fund). ‘

2. The due date for the report associated with the Low and Moderate Incomc Housing Fund .
is October 1, 2012.

3. The due date for the report associated with all other funds of the Successor Agency
combined (excluding the Low and Moderate Income Housing Fund) is December 15,
2012.

4. Because the procedures required by Section 34179.5(c)(4) pertain to the Successor :
Agency as a whole, these procedures should be addressed in the report that 1s-due on
December 15, 2012. '

. Fiscal year references below refer to fiscal years ending on June 30. This language should be
modified for those agencies that have a different fiscal year-end.

For purposes of the procedures below and the related exhibits, the amount of the assets presented
should be based upon generally accepted accounting principles (GAAP), unless otherwise noted.

To the extent the procedures listed below are duplicative to the agreed upon procedures that were
performed pursuant to HSC 34182 (a)(1), it is acceptable to obtain and use information from the
HSC 34182 (a)(1) procedures for purposes of this due diligence review without having to re-
perform the procedures. When this is done, the due diligence report should refer to the report that
was issued for the agreed upon procedures performed under HSC 34182 (a)(1). '

Certain asscts may qualify as a deduction under more than one category of deduction. In such
cases, care should be taken to ensure that such assets have been included as a deduction in the
summary schedule only once.

Citation:

34179.5(c)(1) The dollar value of assets {ransferred from the former rede}.zelopment agency
fo the successor agency on or about February 1, 2012,

Suggested Procedure(s):

1. Obtain from the Successor Agency a listing of all assets that were transferred from the
former redevelopment agency to the Successor Agency on February 1, 2012. Agree the
amounts on this listing to account balances established in the accounting records of the

1
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Successor Agency. Identify in the Agreed-Upon Procedures (AUP) report the amount of
the assets transferred to the Successor Agency as of that date.

Results:

" We obtained an excel spreadsheet from the Successor Agency which listed total assets of
$16,673,038 transferred to the Successor Agency from the former redevelopment agency as -
of February 1, 2012 and agreed the assets to the trial balance prowded by the Successor
Agency No dlscrepanmes were noted. : :

' Citetion'

34179 5((,)( 2) The dollar value: oj assets and cash and cash equivalents nam]’erred 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 provide documentation of any enforceable
obligation that required the transfer. '

Suggested Procedure(s):

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

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments
for goods and services) from the former redevelopment agency to the city, county, or
city and county that formed the redevelopment agency for the period from January 1,
2011 through January 31, 2012. For each transfer, the Successor Agency should
describe the purpose of the transfer and describe in what sense the transfer was
required by one of the Agency’s enforceable obligations or other legal requlrements
Provide this listing as an aftachment to the AUP report.

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

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



Results:

2. A. The Successor Agency. provided us with a schedule of transfers to the City of Montclair
during the period of January 1, 2011 through January 31, 2012. The schedule indicated that
the redevelopment agency transferred unexpended pre-2011 bond proceeds to the City of
Montclair for administration. A portion of these were utilized to pay projects in process and,
with DOF, County and Oversight Board approval, to retire a tax allocation note issue. The :
remaining bond proceeds are $14,160,644 which are held by the City at June 30, 2012, We
‘agreed this amount to the accounting records of the Successor Agency. It should be noted
that the California State Controller's Office has performed a review of the asset transfers and
has issued a Draft Review Report dated November 2012 which agrees with the amount
- remaining and requires transfer back. The Successor Agency agrees with that.

2. B. No transfers were reported by the Successor Agency

2 C. See response in 2. A above.

Citation:

34179.5(c)(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.

Suggested Procedure(s):

3. If the State Controller’s Office has completed its review of transfers required under both

Sections 34167.5 and 34178.8 and issued its report regarding such review, attach a copy

of that report as an exhibit to the AUP report. If this has not yet occurred, perform the
following procedures:

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

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



-C.

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

Results:

3. A. No transfers were reported by the Successor Agency.

3. B. No transfers were reported by the Successor Agency..

3. C. Not applicable.

Citation:

34179.5(c)(4) The review shall provide expenditure and revere accounting information and
identify transfers and funding sources for the 201011 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 2009-10 fiscal year.

Suggested

Procedure(s):

4. Perform the following procedures:

A.

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

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

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

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

Resulis:

The Successor Agency provided the attached schedule (Attachment C) in response to this
step. The end of year balances for capital assets and long-term debt are included with other
assets and liabilities, rather than at the bottom of the schedule as indicated in the procedures.



' rWe agrecd the assets, liabilities and equity amounts in the 2010 column to the State
Controller's Report filed for that fiscal year, noting no exceptions. The amounts in the 2011
column were agreed to the audited RDA financial statements for that year. We noted the

$344,294 reported as Fixed Assets was $27,746 higher than the amount reported in the
audited financial statements, which agrees to the adjustment to beginning equity reported at
the bottom of the schedule. This adjustment was to remove depreciation errencously present
m the Controller's Report for that year. No other exceptxons were noted for that year E

We agreed the amounts in the 2012 column to accountmg records prowded by the Successor
_ Agency No exceptions were noted. - ‘

‘We verified that for each period presented the total of revenues, expenditures and transfers :
~ accounted fully for the changes in equity from the previous fiscal period, except for the
variance discussed above and as indicated in the attached schedule. '

Citation:

34179.5(c)(5) A separate accounting for the balance for the Low and Moderate Income
Housing Fund for all other funds and accounis combined shall be made as follows:

(A) A statement of the total value of each fund as of June 30, 2012.
_ Suggested Procedure(s):

5. Obtain from the Successor Agency a listing of all assets of the Low and Moderate
Income Housing Fund as of June 30, 2012 for the report that is due October 1, 2012 and a
listing of all assets of all other funds of the Successor Agency as of June 30, 2012
(excluding the previously reported assets of the Low and Moderate Income Housing
Fund) for the report that is due December 15, 2012. When this procedure is applied to the
Low and Moderate Income Housing Fund, the schedule attached as an exhibit will
include only those assets of the Low and Moderate Income Housing Fund that were held
by the Successor Agency as of June 30, 2012 and will exclude all assets held by the entity

~ that assumed the housing function previously performed by the former redevelopment
agency. Agree the assets so listed to recorded balances reflected in the accounting records
of the Successor Agency. The listings should be attached as an exhibit to the appropriate .
AUP report.

Results:
We obtained the attached schedule (Attachment D) from the Successor Agency listing total

assets of $15,882,611 as of June 30, 2012. We agreed this schedule to a June 30, 2012
general ledger report provided by the Successor Agency. :



Citaﬁon:

34179, S(c)(3)(B) An n‘emzzed statement listing any amounts that are legally restricted as o
purpose and cannot be provided to taxing entities. This could include the proceeds of any

- bonds, grant funds, or fitnds pr ovided by oz‘her governmental entities that place condzt:ons on
their use. : - :

Suggested Procedure(s)

6.
_ are restricted for the followmg purposes:

Obtain from the Successor Agency a listing of asset balances held on June 30, 2012 that - -

A. Unspent bond proceeds:

1

.

iil.

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

proceeds less eligible project expenditures, amounts set aside for debt service

payments, etc.)

Trace individual components of this computation to related account balances in
the accounting records, or to other supporting documentation (specify in the AUP
report a description of such documentation). '
Obtain from the Successor Agency a copy of the legal document that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of
language restricting the use of the balances that were 1dent1ﬁed by the Successor
Agency as restricted.

B. Grant proceeds and program income that are restricted by third parties:

1.

11.

iii.

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

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

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

C. Other assets considered to be legally restricted:

L

1.

iii.

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

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

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



D. Attach the above mentioned Successor Agency prepared schedule(s) as an exhibit to

' the AUP report. For each restriction identified on these schedules, indicate in the
report the period of time for which the restrictions are in effect. If the restrictions are

in effect until the related assets are expended for their intended purpose, this should

be indicated in the report. - '

Results.

6. A. Unspent bond proceeds, amounting to $14,160,644, were present in this calculation.
As previously indicated, the State Controller's Office has reviewed the transactions and
remaining balances of the bond proceeds. This was verified by examining the State .

~ Controller's draft report which indicated the amount of bond proceeds remaining and how the
.. proceeds were expended to date. Because the State Controller's Office has already reviewed
~ . these balances and transactions, we did not trace the amounts in the schedule to supporting
" documentation. However, we agreed the June 30, 2012 balance above to the cash balances
_reported in the Successor Agency's accounting records at June 30, 2012.

In addition, the Successor Agency provided us with a schedule of amounts that have been set
aside for debt service payments, based on the applicable bond documents. - At June 30, 2012,
the Successor Agency held $3,963,812 in fiscal agent accounts that are restricted to debt
service payments. We agreed this amount to June 30, 2012 fiscal agent statements and to the
Successor Agency's accounting records. No discrepancies were noted.

. 6. B. No restrictions were provided that meet this criteria.
6. C. No restrictions were provided that meet this criteria.
6. D. For the $14,160,644 in unspent bond proceeds and the $3,963,812 of amounts set aside

for debt service payments, discussed above, the applicable restrictions are in effect until the
related assets are expended for their intended purpose.

Citation:

34179.5(c)(5)(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.

Suggested Procedure(s):
7. Perform the following procedures:
A. Obtain from the Successor Agency a listing of assets as of June 30, 2012 that are not

~liquid or otherwise available for distribution (such as capital assets, land held for
resale, long-term receivables, etc.) and ascertain if the values are listed at either



o _purchase cost (based on book value reflected in the accounting records of the
Successor Agency) or market value as recently estimated by the Successor Agency.

- B. If the assets listed at 77(A) are listed at purchase cost, trace the amounts to a
- previously audited financial statement (or to the accounting records of the Successorr 7
Agency) and note any dlfferences :

C. For any differences. noted in 7(B), inspect evidence of disposal of the asset and

ascertain that the proceeds were deposited into the Successor Agency trust fund. If the

- differences are due to additions (this generally is not expected to ocetr), 1nspect the
- supporting documentation and note the mrcumstances

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

Results:
7. A. Not applicable - the Successor Agency does not hold any such assets at June 30, 2012.
7.. B.. Nof app]jcablé. |

| 7. C. Not applicable.

. 7. D. Not applicable.

Citation:

34179.5(c)5)(D) An itemized listing of any current balances that are legally or contractually
dedicated or vestricted 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 projecied 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 anticipates the successor agency will have insufficient
property tax revenue to pay the specified obligations.

Suggested Procedure(s):

8. Perform the following procedures:



Al If the Successor Agency believes that asset balances need o be retamed to satlsfy

enforceable obligations, obtain from the Successor Agency an itemized schedule of .
asset balances (resources) as of June 30, 2012 that are dedicated or restricted for the s

funding of enforceable obhgatlons and perform the following procedures. The
schedule should identify the amount dedicated or restricted, the nature of the
dedication or restriction, the specific enforceable obligation to which the dedication
or restriction relates, and the language in the legal document that is associated with
the enforceable obligation that specifies the dedication of existing asset balances
toward payrnent of that obligation.

: Ai‘. ‘Compare all information on the schedule to the legal documents that form the
* basis for the dedication or restriction of the resource balance in question.

-ii. Compare all current balances to the amounts reported in the accounting records of |
the Successor Agency or to an alternative computation. :

1ii. Compare the specified enforceable obligations to those that were included in the
final Recognized Obligation Payment Schedule approved by the California
Department of Finance.

iv. Attach as an exhibit to the report the listing obtained from the Successor Agency.
Identify in the report any listed balances for which the Successor Agency was
unable to provide appropriate restricting language in the legal document
associated with the enforceable obligation.

Results

- The Successor Agency did not claim any amounts, for asset balances as of June 30, 2012
that are dedicated or restricted for the funding of enforceable obligations. Therefore, the
above procedures are not applicable.

B. If the Successor Agency believes that future revenues together with balances
dedicated or restricted to an enforceable obligation are insufficient to fund future
obligation payments and thus retention of current balances is required, obtain from
the Successor Agency a schedule of approved enforceable obligations that includes a
projection of the annual spending requirements to satisfy each obligation and a
projection of the annual revenues available to fund those requirements and perform
the following procedures:

i. Compare the enforceable obligations to those that were approved by the
California Department of Finance. Procedures to accomplish this may include
reviewing the letter from the California Department of Finance approving the
Recognized Enforceable Obligation Payment Schedules for the six month period
from January 1, 2012 through June 30, 2012 and for the six month period July 1,
2012 through December 31, 2012,

ii. Compare the forecasted annual spending requirements to the legal document
supporting each enforceable obligation.

a. Obtain from the Successor Agency its assumptions relating to the forecasted
annual spending requirements and disclose in the report major assumptions
associated with the projections.

9
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il

For the forecasted annual revenues:

a. Obtain from the Successor Agency its assumptlons for the forecasted annual
revenues and disclose in the report major assumptlons associated with the
pro;ections

Results:

The SubceSsor.Agency_did not claim any amounts that are restricted to fund enforceable”
obligations as described above. Therefore the above procedures are not applicable.

C. If the Successor Agency believes that projected property tax. revenues and other |
general purpose revenues to be received by the Successor Agency -are insufficient to

pay

bond debt service payments (considering both the timing and -amount of the

related cash flows), obtain from the Successor Agency a schedule demonstrating this
insufficiency and apply the following procedures to the information reflected in that
. schedule. -

it.

Hl.

Compare the timing and amounts of bond debt service.payments to the related
bond debt service schedules in the bond agreement. '

Obtain the assumptions for the forecasted property tax revenues and disclose
major assumptions associated with the projections.

Obtain the assumptions: for the forecasted other general purpose revenues and
disclose major assumptlons assoc1ated with the pro;ectlons

Results:

The Successor Agency did not claim any amounts as described above. Therefore, the
above procedures are not applicable.

D. If procedures A, B, or C were performed, calculate the amount of current unrestricted
balances necessary for retention in order to meet the enforceable obligations by
performing the following procedures. '

it.

iil.

Combine the amount of identified current dedicated or restricted balances and the
amount of forecasted annual revenues to arrive at the amount of total resources
available to fund enforceable obligations.

Reduce the amount of total resources available by the amount forecasted for the
annual spending requirements. A negative result indicates the amount of current
unrestricted balances that needs to be retained.

Include the calculation in the AUP report.

Results:

Not applicable - no procedures performed for A, B or C above.

10
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,Citation'

34179. 5(c)(3)(E) An itemized list and anabfszs of any amounts of current balances that are
needed to satisfy obligations that will be placed on the Recognzzed Obligation Payment
~ Schedules far the curreni fiscal year.

Suggested Procedure(s)

9. If the Successor Agency beheves that cash balances as of June 30, 2012 riced to be _
“retained to satisfy obligations on the Recognized Obligation Payment Schedule (ROPS)
for the period of July 1, 2012 through June 30, 2013, obtain a copy of the final ROPS for

. the period of July 1, 2012 through December 31, 2012 and a copy of the final ROPS for
the period January 1, 2013 through June 30, 2013. For each obligation listed on the
ROPS, the Successor Agency should add columns identifying (1) any dollar amounts of

. existing cash that are needed to satisfy that obligation and (2) the Successor Agency’s
explanation as to why the Successor Agency believes that such balances are needed to
sat1sfy the obligation. Include this schedule as an attachment to the AUP report.

_ Results

‘Attachment E includes copics of the Successor Agency's ROPS for July I, 2012 through

December 31, 2012 and a copy of the ROPS for January 1, 2013 through June 30, 2013.

Included in the July 2012 through December 2012 ROPS are debt service payments of-
'$2,509,708 which were made subsequent to June 30, 2012. The Successor Agency received
funds from the RPTTF in June of 2012 to pay for these expenses, and therefore believes cash
balances of $2,509,708 at June 30, 2012 need to be retained. In addition, as indicated at
Attachment F, the Successor Agency has included other June 30, 2012 cash balances that
need to be retained to satisfy future obligations. Attachment F includes descriptions and
explanations for these line items. :

Citation:

34179.5(c)(6) The review shall total the net balances available after deducting the total
amounts described in subparagraphs (B) to (E), inclusive, of paragraph (3). 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. 1t 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 to
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.

il
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- Suggested Procedure(s):

- 10. Include (or present) a schedule detailing the computatmn of the Balance Available for

Allocation to Affected Taxing Entities. Amounts included in the calculation should agree

‘to.the results of the procedures performed in each section above. The schedule should

also include a deduction to recognize amounts already paid to the County Auditor-

“Controller on July 12,2012 as directed by the California Department of Finance. The

amount of this deduction presented should be. agreed to evidence of payment. The

~ attached example summary schedule may be considered for this purpose. Separate

* - schedules should be completed for the Low and Moderate Income Housing Fund and for
all other funds combined (excluding the Low and Moderate Income Housing Fund).

Results:

See schedule at_Attachment F.

‘Suggested Procedure(s):

11. Obtain a representation letter from Successor Agency management acknowledging their
responsibility for the data provided to the practitioner and the data presented in the report
or in any attachments to the report. Included in the representations should be an

* acknowledgment that management is not aware of any transfers (as defined by Section
34179.5) from either the former redevelopment agency or the Successor Agency to other
parties for the period from January 1, 2011 through June 30, 2012 that have not been

~ properly identified in the AUP report and its related exhibits. Management’s refusal to
sign the representation letter should be noted in the AUP report as required by attestation
standards.

Results:

The required representation letter from the Successor Agency management was obtained.
We verified the letter included the provisions described above. ' '

12
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. | Attachment C o
Section 341 79.5 (c) (4) Reconciliation to Controller's Report and Balances Forward.
City of Montclair as Si.lc_ices_sor Agency for City of Montclair Redevelopment Agency

Assets. Liabilities and Fund Equity - All Funds

' - Assets

Cash and Imprest Cash
Cash with Fiscal Agent

Tax Increments Receivable
Accounts Receivable '
Accrued Interest Receivable
Loans Receivable

Due from Other Funds
Investments

Other Assets

o Fixed Assels

Amount to be provided and available for debi

Total Assets

Liabhilities
~ Accounts Payable
Other Liabilities
Due to Other Funds
Tax Allocation Bonds Payable
All Other Long-Term Debt

Total Liabilities

Equity {Ending from Changes in Equity Section Below}

Total Liabilities + Equity

Changes in Fund Equity - All Funds

Redevelopment

Redevelopment

‘Agency/Successor

Agency

" Controller's Agency {See Note 1}-

‘Report - 12 Months Ended 12 Months Ended
6/30/2010° 6730201 -6/30/2012

$ . 38,647,638 $ .1 1 ,423;970 $ 17,096,261
7,507,325 7,144,329 3,963,812
327,818 66,314 13,263
8,772 81,765 8,236
91,971 - 26,921 15,034
3,129,730 3,014,658 . 2,943,138
. 1,812,353 15,302 : -
10,910,000 6,185,000 3,000,000
4,772,900 5,474,091 5,358,771
12,672,726 344,294 344,294
60,579,874 59,312,027 50,270,000
$ 140,361,107 $ 93,088,671  § 83,012,809
$ 156,087 $ 112,200 $ 90,448
9,898,299 . 6,497,589 1,116,962
1,812,353 15,302 -
60,385,000 59,255,000 50,270,000
194,874 57,027 ' -
$_ -72,446,613 5 65,937,118 5 51,477,410
67,914,494 27,151,553 31,635,399
$ 140,361,107 $ 93,088671 % 83,012,809

Total Revenues:

Total Expenditures:

Total Other Sources (Uses):
Net change in equity

Beginning Equity:
Adjustments:

Sale of Housing Fixed Assets to Housing Corporation (See Note 2)
Remove depreciation erronecusly reported in Controller's Reporl

Ending Equity:

Notes:

Redevelopment.
Agency/Successor
Redevelopment Agency
Agency {See Note 1)
12 Months Ended 12 Months Ended
6/30/2011 6/30/2012
3 12,140,465 § 12,196,128
$ (43,638,900) § {13,702,717})
5 2,964,926 5 5,890,435
b (28,534,508) § 4,383,846
$ 67914494 § 27,151,553
5 (12,256,178) § -
$ 27746 % -
$ 27,151,553 % 31,535,399

(1} Accounting operations were transferred to the Successor Age%cg:y on 2/1/12 by renaming the financial records, efc. Therefore
a split is not needed between these entities as the same financial records continued through 6/30/12.

{2} Sale of assels to Housing Corporation done prior to the signing of AB1x26.



~Attachment D

~ Sugcessor Agency Assets as of June 30, 2012

11,910,625

Cash and investments $

Cash with fiscal agent $ 3,963,812

Interest receivable $ 8,174
$ 15,882,611
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Attachment E

DEPARTMENT OF

et T INL A

EoMuNG. G, BROWN JR, *~ GDVERNOR
© 935 L STHEET B BAURAMENTD DA R S5H 143705 N WWW.DOF,CAGOV

May 25, 2012

- Marilyn J. Staats, Redevelopment Director
City of Montclair - o -
- 5111 Benito Street
- Montclair, CA 91763

- Dear Ms Staats:
Subject: Recognized Obligation Payment Sohédule Approval Letter

Pursuant to Health and Safety Code (HSC) section 34177 (I) (2) (C), the City of Montclair
Successor Agency submitted Recognized Obligation Payment Schedules (ROPS) to the
California Department of Finance (Finance) on:May 21, 2012 for period January to June 2012
- and on May 10, 2012 for the pericd July to' December 2012 Finance is assuming appropriate
oversight board approval. . ' _ '

Finance completed its review of your ROPS, which included obtaihihg clarification for certain -
iterns. The items listed in both ROPSs are approved with exception of the following:

¢ HSC section 34163 (b) prohibits and RDA from entering into new contracts after June
27, 2011. The following items have contracts signed after June 27, 201 1.
o Page 1:item 27 (January to June} and fine 14 {July to December) for $2,000
o Page?2, item 1 (January to- June), Page 3, line 1 (July to Decembe),
Rehabilitation Loan Agreements for $1 million.

 For the January through July period, HSC'section 34171(b) limits administrative costs to
five percent of property tax allocated to the successor agenicy or $250,000, whichever is
greater. Five percent of property tax allocated equals $592,601. The administrative
costs claimed from RPTTF totaled $972,663 from the following line items, creating an
overage claim of $380,062: _
o Page 1, lines 9, 10, 14, 20 through 32
o Page 3, all lines 1 through 23

* For the July through December period, HSC section 34171(b) limits administrative costs
to three percent of property tax allocated to the successor agency or $250,000,
whichever is greater. Three percent of property tax allocated equals $114,616. The
administrative costs claimed from RPTTF totaled $865,959 from the following fine items,
creating an overage claim of $615,859; '

o Page 1, lines 9, 10, 12, 17 through 20
o Page 2, alllines 1 through 4
o Page 3, alllines 1-18

This letter supersedes prior letter sent from this office. Our determination is with respect to any

iterns funded from the Redevelopment Property Tax Trust Fund for the June 1, 2012 property
tax allocations. If your oversight board disagrees with our determination with respect to any

21



Ms. Staats.
May 25, 2012
 Page 2

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. ltems not quiestioned
during this review are subjéct to.a subsequent review, if they are included on a future ROPS. If o
- an item included on a future ROPS is not an enforceable obligation, Finance reserves the right
to remove that itém from the future ROPS, even if it was not removed from the preceding
ROPS. ' - - _ -

Please refer to Exhibit 12 at'http:!lwmv,dof.cg:qovlassemblv bills 26-27/view.php for the
amount of Redevelopment Property Tax Trust Fund (RPTTF) that was approved by Finance
based on the schedule submitted. - _ N o

- 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 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 Jennifer Whitaker or Robert Scott at (916) 322-2085.

Sincerely,
/{?lgzaﬁ/ h / M

MARK HILL
Program Budget Manager

cc: Mr. Larry Walker, San Bernardinc County Auditor-Controller
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Attachment E

Siccessor Agency Contact Information

Name of Successor Agency: - L C{ty of Montclair Successor Agency for the City of Montclair Recfeveiopment Agency .

County: - San Bernardino -

e - Donald L. Parker, CPA
Primary Contact Name: " Finance Director
) City of Montclair, 5111, Benlto Street

Pri tact Title:

 Primary Contact Title Montclair, CA 91763
-Address )
Contact Phone Number: - 909 625-9418 .
Contact E-Mail Address: dDarker@cﬂvofmontclalr org
Secondary Contact Name: _ ,- 'Marilyn Staats

Deputy City Manager/

Secondary Contact Title: Exec. Dir. Econ. Dev.

Secondary Contact Phone Number: ~ 909-625-9412

 &acondary Contact E-Mail Address: 'mstaats@mtyofmontclalrorg
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STRADLING YOCCA CARLSON & RAUTH _f

" APROFESSIONAL CORPORATION - " © 7. . ORANGE COUNTY
: : : (945} 725-4000 * -
_ _ - . ATTORNEYS AT LAW , _ . 7 sanpiEso
DAVID'R. MGEWEN S 660 NEWPORT CENTER DRIVE, SUITE 1600. ‘ ‘ - - (858) 926-3000
| DIRECT DIAL: {948) 725-4162 - . NEWPORT BEACH, CA-92660-8422 .~ ..~ ' L s s ants
i DMCEWEN@SYCR{COM . . .. TELEPHONE {949) 725-4000 o L SANTABARBARA

- {B05) 730-6800 -

SANTA MONICA
(424} 214-7000

. SACRAMENTO .
©(916) 449-2350 -

FACSIMILE (949 725-4100

‘May 10, 2012

" Marilyn Staats -
City of Montclair
- 5111 Benito Street
‘ Montclalr CA 91763

Re: Effective Date of Contract

" Dear Ms. Staats:
, :
You have asked for my opmlon as to the validity of the actlon of the Clty .of Montclair
Redevelopment Agency (the “Agency”) on June 20, 2011 to approve Agreement No. 11-65 (the
“Agreemenl”) to fund a $1,000,000 loan of housing funds to the Montclair Housing Corporation.
The promissory note was executed as of July 1, 2011 after the June 28, 2011 effective date of
ABx1 26. The Department of Finance (“DOF”) has rejected the obligation of the Agency to fund the
_loan to the Montclair Housing Corporation on the basis that the Agreement did not become effective
until after the effective date of ABx1 26. - ' A

It is my opinion that the Agrccment came into exlstcnce as of June 20, 2011, when both
Agency and Montclair Housing Corporation approved the Agreement, Under general prmmples of
“contract law, a contract comes into existence upon the acceptance of an offer. In this case that
occurred on June 20, 2011 when both parties to the Agreement took formal action to approve the
Agreement. : :

This conclusion is further supported by state law and judicial precedent. Code of Civil
~ Procedure Section 864 provides guidance as to the effective date of such contract. Code of Cwﬂ
Procedure Section 864 ("CCP 864") states: ' :

"For purposes of this chapter, bonds, warrants, confracts, obligations, and evidences of
indebtedness shall be deemed to be in existence upon their authorization. Bonds and warrants
shall be deemed authorized as of the date of adoption by the governing body of the public agency
of a resolution or ordinance authorizing their issuance, and contracts shall be deemed authorized
as of the date of adoption by the governing body of the public agency of a resolution or
ordinance approving the contract and authorizing its execution." (emphasis added.)
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Marilyn Staats -
City of Montclair
- August 27,2012

. Page2

In Smith v. M. Diablo Unified Sch Dzsr 56.Cal. App 34412 (1976) the court held ﬂm_.-. o

a pubhc agency’s contract was formed at the time of its authotization: There, a Wntten bid was -
. accepted at the board meeting. The motion of the board, passed-by a vote of four to one, was the -
. tequisite approval of the contract and authorization of its execution. As the court explained: the -

- Agency's award and authorlzation of a contract at a regular public meeting was the- equivalent of

a resolution and has the same binding effect as such. The Smith Court's conclusion is consistent
with CCP 864 in that a contract’s approval does not require a: 31gnature by the governing body to
be valid. Similarly, in San Diego City Firefighters, Local 145 v. Board' of Administration etc.,

-,206 Cal. App. 4th 594, 609 (2012) the court concluded that once the governmental body Votes to -

- accept a memorandum of understanding, it becomes a binding agreement.’

: The execution of the agreement was a ministerial act that merely camed out the formal' ’
- actions of the respective parties. As provided in the statute and cases set forth above, the.
- contract became an enforceable obligation on June 20, 2011. :

If you -have any QUestionS, please give me a call.
| Very truly yours,

STRADLING YOCCA CARLSON & RAUTH
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