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ATTORNEYS

TRANSAMERICA PYRAMID 600 MONTGOMERY ST, 14TH FLR SAN FRANCISCO, CA 9411
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MEMORANDUM
DATE: September 12, 2012
To: Oakland Oversight Board
RE: Possible Role of Board Counsel in Due Diligence Review Process

This Memorandum provides an overview of the due diligence review process and a
description of the possible role of the Board Counsel in supporting the Oakland Oversight Board
in its responsibility to consider and approve each of the two due diligence reviews.

A. Brief Overview of Due Diligence Review Process

The statutory requirements for the process and content of the due diligence reviews are
set forth in Health & Safety Code Section 34179.5. This provision requires that two separate
reviews be conducted, one for the Low and Moderate Income Housing Fund (the “Low/Mod
Review”) and one for all other funds (the “All Other Funds Review”). For each of the two
reviews, Section 34179.5(c) specifies that six “deliverables” must be included in the written
report for the review. However, because of the five subcomponents of one of these deliverables
(i.e., Section 34179.5(c)(5)(A-E)) the total number of items that must be specifically addressed
in the report is really ten. Some of these “deliverables” are strictly accounting/financial in nature
and some involve a legal analysis.

The Department of Finance (“DOF”), working with the CPA society, has drafted a list of
procedures to be used in conducting the reviews (the “DOF Procedures”). The DOF Procedures
provide that the requirements of Section 34179.5(c)(4) should be addressed only in the All Other
Funds Review because it pertains to the accounts of the Successor Agency as a whole. Thus the
Low/Mod Review will address nine different required items and the All Other Funds Review
will address all ten. In addition, the DOF has added a non-statutory requirement that the
accounting firm retained to do the reviews obtain a representation letter from the Successor
Agency in which it acknowledges its responsibility to provide all the data needed by the
accounting firm in preparing the reviews and represents that it has provided the reviewing
accountant with information on all the transfers made by either the former redevelopment agency
or the Successor Agency from January 1, 2011 through June 30, 2012. A copy of the DOF
Procedures is attached to this Memorandum for your reference.
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The ultimate goal of each review is to determine the amount of money that is
immediately available for distribution to the taxing entities. The DOF prepared another
document that is most helpful in understanding how this amount is calculated for each review. It
is the Summary of Balances Available for Allocation to Affected Taxing Entities and it is also
attached to this Memorandum for your reference. It reflects the fact that the reviews involve
both accounting and legal analyses.

As you may know, the two reviews will be conducted on extremely ambitious time
schedules. This is to make sure that all available liquid assets held by the Successor Agencies
can be distributed to the taxing entities by the middle of May, 2013.

The Low/Mod Fund Review is required to be completed and presented to the Oversight
Board by October 1, 2012. The DOF has received numerous comments/complaints from
Successor Agencies that it will be very difficult to meet the deadline for preparation of the
Low/Mod Fund review. The DOF has acknowledged the difficult challenge and is asking all
Successor Agencies to do their best to meet the deadlines. The DOF has stated that it cannot
grant any extensions because the date is dictated by statute; however, if a Successor Agency
determines that it cannot meet the October 1, 2012 deadline, DOF asks that the Successor
Agency so inform DOF and give DOF a projected date of when the review will be completed.

Although the DOF may decide to be lenient in enforcing deadlines for preparation of the
reviews (and there do not appear to be any penalties that can be assessed simply from the failure
to meet the these deadlines), the statute does give the DOF has some painful penalties or
“remedies” that it may use if it chooses when deadlines for disbursement of available funds are
missed. For example, Section 34179.6(h) allows the DOF to direct the State Board of
Equalization to offset disbursements of sales taxes against amounts owed to taxing entities and to
direct the county auditor-controller to withhold property tax allocations.

Given these possible disruptive consequences all efforts should be made to meet the
required deadlines if at all possible. If the Oakland Successor Agency does not meet the October
1 deadline (and we understand at this time that might be a possibility), that will obviously impact
the Oakland Oversight Board’s ability to meet its October 15 deadline (described below). It may
also affect the Board’s meeting schedule.

B. Role of Oversight Board

Section 34179.6 requires that the Low/Mod Review be delivered to the Oversight Board
by October 1, 2012 and the All Other Funds Review be delivered to the Board by December 15,
2012. Upon receipt of each review, the Board must convene a public comment session. No
earlier than five business days after the public comment session the Board can meet to take
action on the review. Specifically, the Board is required to “review, approve and transmit to the
[DOF] and the county auditor-controller the determination of the amount of cash and cash
equivalents that are available to the taxing entities ....” (Section 34179.6(b)) The Board must
make its determination on the Low/Mod Fund Review by no later that October 15, 2012 and on
the All Other Funds Review by no later than January 15, 2013. In conducting its reviews, the
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Board must consider any opinions on the reviews offered by the county auditor-controller and
the State Controller, and it may request from the Successor Agency any information it deems
necessary. The Board may adjust any amounts provided in the reviews to reflect additional
information and analysis. The Board is also empowered to authorize a successor agency to retain
assets or funds that are legally restricted as to purpose and which therefore cannot be provided to
taxing entities, assets that are not cash or cash equivalents (such as physical assets, land, records
and equipment), assets or funds that are legally or contractually dedicated or restricted for the
funding of an enforceable obligation and amounts needed to satisfy obligations that will be
placed on the ROPS for the current fiscal year.

As in all of its activities, the Board’s analysis of each due diligence review must be
conducted with its dual fiduciary duties in mind --- to the taxing entities and to the holders of
enforceable obligations.

C. Possible Role of Board Counsel

What is an appropriate role for Board Counsel in supporting the Oversight Board in
meeting its responsibilities on the due diligence reviews? This is more of a policy question than
a legal question, but we offer the following factors for consideration.

1. Board Counsel should provide added value without duplicating the efforts of the
accountants.
2. The 9 or 10 deliverables required in the due diligence reviews (as set forth in the

DOF Procedures and reflected on the Summary of Balances Available for Allocation to Affected
Taxing Entities) require both legal and financial analyses. The expertise of Board Counsel is
limited primarily to the legal issues involved, i.e., the ability to identify enforceable obligations
and legal restrictions on the use of assets and funds.

3. As always when considering the use of legal counsel, the benefits of legal services
must be balanced with the resources available to pay for those services and with the competing
demands for such resources. While the Board needs to do its statutorily mandated job, it also
needs to preserve available monies for distribution to taxing entities. Time is also a factor. Once
the Board receives a review from the Successor Agency, the Board and Board Counsel will have
very little time to conduct an independent review and analysis.

With all of this in mind, we suggest the following goals for the work of the Board Counsel in the
due diligence review process:

1. To be familiar enough with each review soon enough to be able to answer
questions Board members may have as they conduct their own review and analysis and to be able
to assist the Board in answering any questions the public may have about the review.

2. To be familiar with the facts referenced by the Successor Agency in making
claims of the existence of enforceable obligations and of legal restrictions on the use of
Successor Agency funds and other assets so that Board Counsel can provide the Board with an

3

55440001/475275v1



September 12, 2012
Page 4

opinion on the legal issues involved, especially in instances where the Successor Agency and the
accountant conducting the due diligence review may disagree on these legal questions.

3. To be familiar enough with each review to offer the Board an opinion on whether
it appears to meet the requirements of Section 34179.5(c).

D. Work Plan for Board Counsel Activity in Review of Low/Mod Fund Due Diligence
Review

We suggest that whatever the Board determines is the proper role of Board Counsel in the
due diligence review process, that we provide this legal support in connection with the Low/Mod
Fund Review, and upon the conclusion of that effort, check back with the Board to see if any
change in approach or execution is desired before work is done on the All Other Funds Review.

Assuming the Board directs Board Counsel to use the goals set forth above, we would
propose to do our work on the Low/Mod Fund Review as follows:

1. Ask the Successor Agency to provide us with copies of all lists provided to the
accountants as required by the DOF Procedures. Work with the Successor Agency to make sure
we have quick access, as needed, to all information used to evidence any enforceable obligation
or any legal restriction on the use of Successor Agency funds or other assets.

2. Have a brief telephone conference as soon as possible with the accounting firm
conducting the reviews to understand the firm’s approach to the reviews, in particular to learn of
its views on the best way to prepare the “deliverables” and of any additional information (other
than as specifically described in the DOF Procedures) it expects to develop in the course of
analyzing and preparing the reviews.

3. Review and analyze the Low/Mod Fund Review as soon as it is delivered to the
Board, and in time for the public comment session.

4. From the review of the Low/Mod Fund Review immediately identify any
disagreements between the Successor Agency and the accountants on enforceable obligations
and legal restrictions of funds or assets. Once identified, research background materials for each
item and be prepared to offer advice to the Board on such items. Engage Successor Agency staff
and accounting staff as necessary to aid in quickly making these determinations.

5. As the Low/Mod Fund Review is reviewed, compare it with the DOF Procedures
for the purpose of determining, on a general basis, that all DOF required procedures have been
followed and all required information determined and provided.

We welcome any comments, questions, suggestions and discussion regarding our
proposed work plan.
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List of Procedures for Due Dilizence Review

General information regarding these proced ures:

1. The procedures associated with Sections 3179.5c) 1) through 34179.50c)(Zh and
sections 317950 5 through 341792 50 c) 6) are to be applied separately to (a) the Low
and Moderate Income Housing Fund of the Successor A gency and to (b all other funds
of the Successor Agency combined (excluding the Low and Moderate Ineotne Housing
Fund).

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

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

4. Because the procedures required by Section 34179.50ci(4) pettain to the Successor
Agency as a whole, these procedures should be addressed in the report that iz due on
Decetnber 15, 2012,

Fizcal wear references below refer to fiscal wears ending on June 30. Thizs language should be
modified for thoseagencies that have a di fferent fiscal year-end.

For purposes of the procedures belowand the related exhitits, the amount of the assets presented
should he based upon generally accepted accounting principles (GAAP), unless ctherwise noted.

To the extent the procedures listed below are duplicative to the agreed upon procedures that were
performed pursuant to H3C 34182 (a) 1), it iz acceptable to obtain and use information from the
HEC 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 1ssued forthe agreed upon procedures perfonmed under HEC 34182 &0 10

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

Citation:

34I79. 500 1) The dollay value of assels trans@rred fFom the fBrmer radeveloprent agency
to the suecessar agency on or chout February 1, 2072,

Suggested Procedure(s):

1. Obtain from the Successor Agency a hsting of all assets that were transferred from the
former redeveloptment agency to the Successor Agency on February 1, 2012 Agreethe
amounts on this listing to account balances established in the accourting records of the
successor Agency. Identify in the Agreed-Upon Procedures (CATIF) report the amount of
the assets transferred to the Successor Agency as of that date.
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34F79 50 )i2) The dollar value of assels and cash and cash eguivalents trapsferred affer
Jewwery I 2017, through Sume 300 2072 by the redevelopment agency or the successar

dgency

to the city, county, or city avd county that frmed the redevelopment agency cnd the

purpose of each framsfer. The review shall provide documentation of anp enfvceable
obligation that requirad the framsjar.

Sugoested

Procedureis):

2. Ifthe State Controller’s Office has cormpleted its review of transfers required wnder both
sectiong 34167 5 and 3341788 and issued its report regarding such review, attach a copy
of that report as an exhibit to the AUP report. If thiz has not yet occurred, perform the

foll

A

Citaton:

owing procedures;

Obtain a listing prepared by the Successor Agency of transfers (excluding paymernts
for goods and serwices) from the formner redevel opment agency to the city, county, or
city and county that formed the redevel opment agency for the petiod from January 1,
2011 through Janwary 31, 2012 For each transfer, the Successor Agency should
describe the purpose of the transfer and descibe in what sense the transfer was
required by one of the Agency’s enforceable ohligations or other legal requiretnents.
FProwide this listing as an attachment to the AUP report.

. Ohtain a listing prepared by the Successor Agency of transfers (ezcluding payrerts

for goods and services) from the Successor Agency to the city, county, o city and
coutity that forrmed the redeveloptnent agency for the period from Febraary 1, 2012
thtrough 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 enfarceable obligations or other legal requirements. Provide this lsting
as an attachment to the AUP report.

For each transfer, obtain the legal document that formed the basis for the enforceable
ohligation that required any transfer. Mote in the AUP report the abzence of any such
legal docwment or theabsence of language in the document that required the transfer,

34F70. 50 )i3) The dollay value of cow cash or cash eguivalerts transirred after Jormuary £,
2071 through June 30, 2002, by the redevelopment agency or the SUCCessor ggensy o @y
other public agency or privade parly and the purpose of each tramsfr. The review shall
rrovide documentation of any enforceable obligation thet requived the troms jer,

Suggested

Procedureis):

3. Ifthe State Cortroller’s Office has cornpleted its review of transfers required under both
sections 341675 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 ocourred, perform the

fioll
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Obtain a listing prepared by the Buccessor Agency of transfers (eszcluding payments
for goods and services) [fom the former redeveloprment agency to any other public
agency of to private patties for the period fom Janary 1, 2011 through January 31,
2012 For each transfer, the Buccessor Agency should descnbe the purpose of the
transfer and describe in what sense the transfer was required by one of the Agency's
enforceatle obligations or other legal requiremnents. Provide this listing as an
attachment to the AUP report.

. Obtain a listing prepared by the Successor Agency of transfers (excluding payiments

for goods and services) [from the Successor Agency to any other public agency or
private parties for the period fom Febmary 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 enforceatile
ohligations or other legal requiremnents. Provide this listing as an attachment to the
ATTP report.

. For each transfer, obtain the legal document that formed the basis for the enforceatie

obligation that required any transfer. Mote in the AUP report the absence of any such
legal document or theabsence of language in the document that required the transfer,

34170 50 )f4) The review shall provida expenditure emd revenue gecounting infrration and
identifp tremsfers and fmding souwrces fr the 2000-17 emd 2077-12 fscal years thet
reconeiles balomices, aesets, and liabilities of the successor agency on June 30 2072 to those
reported to the Controlley £ the 200070 fiscal year.

Sugoested Procedureis):

4. Perform the following procedures;

A
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Obtain from the Successor Agency a summary of the finandal transactions of the
Fedevelopment 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
surmmmary, the financial transactions should be preserted using the modified accrual
basis of accounting End of year balances for capital aszetz (in totaly and long-term
lighilities (in totaly should be presented at the bottom of this sumrrary schedule for
information parposes.

Azcertain that for sach period presented, the total of revermes, expenditures, and
transfers accounts fally for the changesin equity from the previous flzcal perod

. Cotnpare atmounts in the schedule relevant to the fscal year ended June 30, 2010 to

the state controller’s repaort filed for the Fedevel opment A gency 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 prowvided for each fiscal period.
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Citation:

J4ITR 5 )5) A separate aocounting @ the balomce for the Low and Moderale eome
Housing Fumd B all other fmds and cecowrts combined shall be racde a5 Hllows:

) A stateraent ofthe fotal walue ofeach fnd as of June 30 2072,

Suggested Procedureds):

5. Obfain fom the Successor Agency a listing of all assets of the Low and MModerate
Icome Housing Fund as of June 30, 2012 for the repott that iz due October 1, 2012 and a
listing of all assetz of all other fimds of the Successor Agency as of June 30, 2011
(ezcluding the prewiously reported assets of the Low and MModerate Income Housing
Fund) for the repart that iz due Decetnber 15, 2012, When this procedure is applied to the
Low and Modemate Income Housing Fund, the schedule attached asz an exhibit will
include only those assets ofthe Low and Moderate ncome Housing Fund that were held
by the Bucceszor Agency as of June 30, 2012 and will exclude all azzets held by the entity
that assumed the housng function previously performed by the former redevelopment
agency. Agree the assets 20 listed to recorded balances reflected in the accounting records
ofthe Successor Agency. The listings should be attached az an esthubit to the appropriate
ATTP report,

Citation:

FIT0 5 )5 E) An ftemized statement listing any amounts thet ave Je gally restricied as o
purpase and camnat be provided to faxing entities. This cowld clude the proceeds of any
bonds, gramt Amds, or fimds provided v ather governmental eniities that place condifions on
their we.

Suggested Procedureds):

6. Obtain from the Successor Agency a listing of asset balances held on June 30, 2012 that
are restricted for the following puposes

A Unspent bond proceeds:

1.  Ubtain the Successor Agency’ s canputation of the restricted balances (e.g., total
proceeds less elighle project expenditures, amounts set aside for debt serwice
paymernts, etc

i, Trace individual components of thiz computation to related accourt balatces in
the accounting records, or to other supporting documentation (specify in the AUF
report a description of such documentation).

1. Ohtain fom the Successor Agency a copy of the legal document that sets forth the
restriction pettaining to these balances. Mote in the AUP report the ahsence of
language restricting the use of the balances that were identified by the Successor
Agency as restricted.
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B. Grant proceeds and program income that are restricted by third parties:

1.

ii.

iii.

Obtain the Successor Agency s computation of the restricted balances (eg., 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 AUF
repott a description of such documentation).

Obtain from the Successor Agency a copy of the grant agreement that setz forth
the restriction pertaining to these balances. Mote in the ATTP 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 belegally restrcted:

i

ii.

1.

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

Trace individual components of thiz computation to related account balances in
the accounting records, or to other supporting docurnentation (specify in the ATP
reporta description of such documentati on),

Cibtain fom the Successor Ageney a copy of the legal docurnent that sets forth the
restriction pettaining to these balances. Maote in the AUP report the absence of
lanmage restiicting the use of the balances that were identified by Successor the
Ageney as restricted.

[, Attach the above mentioned Succeszor Agency prepared zchedules) as an exhibit to

Citation:

the AP report. For each restrction identified on these schedules, indicate in the
report the penod oftime for which the restrictions are in effect. If the restrictions are
in effect until the related azsetz are expended for their intended purpose, this should
be indicated in the report.

FFT0 550 5T An itemized statement of the values of any qssefs that are not cash ar cash
equivalents. This may include physical aosets, lamd, records, and equipment. For the purpose
af this geeowrting, physical assels may be valued of purchase cost or o omp recently
estimated market value, The staternert shadl List sepoyately howsing-related o5 sets.

Suggested Procedureds):

7. Perform the following procedures;

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

. If the aszsets listed at 7AY are listed at purchase cost, trace the amounts to a
previously audited financial staternent (or to the accounting records of the Successor
Agency and note any differences.
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C. For any differences noted in AR, inspect evidence of disposal of the asset and
ascettain that the proceeds were deposited into the Successor Agency trust fund. If the
differences are due to additions (this genermlly is not expected to ocour), inspect the
supporting documentation and note the cdroumstances.

D Ifthe assets listed at 7A) are listed at recently estitnated mratlzet walue, inspect the
evidenice (1f aty) suppotting the walue and note the methodology used. [fno evidence
15 awailable to support the value andhor methodology, note thelack of evidence.

Citation:

I4I70 50 5D An fterized listing of any current balamces that are legally or contractually
dedicated or restricted fr the fimding of an enorceable abligation that identifies the nature
of the dedication or restriction and the specific enfrceable obligation. In addition, the
succgssar agency shall provide a listing of all approved enfirceable abligations that e ludes
a profection of ariinal spending reguirements to satisfF each abligation and @ projection aof
annual revenues adilable to fimd those reguiremerts. Ifa review finds that fAoure revenues
together with dedicated or restricted balanees are msufficient to fimd fiture obligations and
thus retention of curyrent balamces i5 requived, it shall idertiff the amount of current balamces
necessary jor retertion. The review shall clso detwil the projected properiy tax revenues and
other general purpose yevenues to be recedved by the successor agency, together with both
the arowrt and tiring of the bond debt service payments of the successor agency, oy the
reriod imwhich the oversight board axticipates the swecessor agency will have insyfficient
rroperly o vevere o pay the specifed obligations.

Suggested Procedures):

8. Perfortn the following procedures:

A If the Successor Agency beliewes that asset halances need to be refained to satisfy
enforceatle obligations, obtain fam the Successor Agency an itetnized schedule of
asset balatices (resources) as of June 30, 2012 that are dedicated or restricted for the
funding of enforceable obligations and perform the following procedures. The
schedile 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 paymert ofthat obligation,

1. Compare all information on the schedule to the legal doouments that fonm the
basiz for the dedication or restriction of the resource balance in question.

1. Cotopate all currett balatices to the amounts repotted in the accounting teconds of
the Successor Agency ot to an alterrative cotrputation

i,  Compare the specified enforceatle obligations to those that were included in the
final Fecognized Obligaion Payment Schedule approved by the Califorma
Department of Firance,

1v.  Abtach as an exhibit to the report the listing obtained fom the Successor Agency.
[dentifyy in the report any Lsted balances for which the Successor Agency was

[
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unghle to prowide appropnate restncting language in the legal docwment
aszociated wath the enforceable obligation.

B. If the Successor Agency believes that future revermes together with balances
dedicated or restricted to an enforceable obligation are insofficient to fand futare
obligation payments and thus retention of current balances iz required, obtain from
the Buccessor Agency a schedule of approved enforceable obligations that includes a
projection of the antml spending requiretnents to satisfy each obligation and a
projection of the annual revernes awvailable to fand those requirernerts and perform
the following procedures:

1. Compare the enforceable obligations to those that were approved by the
California Drepartment of Finance. Procedures to accomplish this may incude
reviewing the letter from the Califomia Department of Finance approving the
Fecognized Enforceable Obligation Payment Schedules for the six month period
from January 1, 2012 through June 30, 2012 and for the a3 month period July 1,
2012 through Decernber 31, 2012,

ii. Compare the forecasted annval spendng requiremnents to the legal docurment
supporting each enforceable obligation.

a.  Ohtain forn the Successor Agency its assumptions relating to the forecasted
antmal spending requiremnents and disclose in the report major assunptions
associated with the projections.

iii.  Forthe forecasted anmmal revenies:

a.  Obtain from the Successor Agency its assumnptions for the forecasted antual
revenues and dizclose in the report major assumptions associated with the
projections.

C. If the Successor Agency believes that projected propetty tax revenues and other
general purpose revenues to be received by the Successor Agency are insufficient to
pay bond debt setwice payments (considering both the titming and arnount of the
related cash flows), obtain fom the Successor A gency a schedule demonstrating this
insufficiency and apply the following procedures to the information reflected in that
scheddle.

1. Compare the timing and amounts of bond debt service payments to the related
bond debt service schedulesin the bond agreement.

1. Obtain the assumptions for the forecasted property tas revenues and disclose
tria] or assunptions associated with the projections,

fi.  Obtain the assumplions for the forecasted other genersl putpose revenues and
disclose rmajor assumnptions associated with the projections.

L. Ifprocedures A, B, or C were performed, caloulate the amont of current unrestricted
balances necessary for retention in order to meet the enforceable ohligations by
performing the following procedures.

1. Combite the atmount of identified current dedicated or restricted balances and the
amontt of forecasted antmal revermes to amrive at the amount of total resources
available to fund enforceable abligations.
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1. Reduce the amount of total resources awailable by the amourt forecasted for the
antal spending requiremnents. A negative result indicates the amount of current
unrestricted balances that needs to be retained.

i, Include the caleulation in the ATTP report.
Citation:

34178 55 ¥a)E) An itemized lst and analysis of @y amounts of current balamees that are
needed fo satisF obligations that will be placed on the Fecognized Obligation Fayment
achedules v the current fiscal pear.

Sugeested Procedureis):

9 If the Buccessor Agency beliewes that cash balances as of June 30, 2012 need to be
retained to satisfy obligations on the Fecognized Obligation Payment Schedule (FOPT)
for the period of Tuly 1, 2012 theough June 30, 2013, obtaina copy of the final E.OPS for
the petiod of July 1, 2012 through Decerrber 31, 2012 and a copy of the final ROPS for
the petiod January 1, 2013 through June 30, 2013, For sach obligation listed on the
FOFS, the Successor Agency should add colurns identifiring (1 any dollar amounts of
existing cash that are needed to satisfy that obligation and (2) the Successor Agency’s
emplaration as to why the Buccessor Agency believes that such balances are needed to
satisfyy the obligation. Include this scheduleas an attachrnent to the AUP report.

Citation:

34ITR 5e )6) The review shall totd the net badowwes available after deducting the total
araounis described in subparagyaphs (B) bo (E) inclusive, of pavagraph (5) The review shall
add ap arnounis thet were frams Brved as identified in paragraphs (2) and (3) of subdivision
fe ) ifem enfbreeatle obligation to raale thet framsfBr did not exist. The resulting s shall be
available B allocation to affected taxing entities pursuemt to Section 341728 R shdl be o
rebuttable prasurption that cash and cash eguivalent balarees available to the successor
agency ave anvailable emd syfficient to dishurse the awount determined in this paragraph fo
tocing entitios. Ifthe review finds thet there are insufficiert cash balavees to trops By or thet
cash or cash eguivalents are specifically obligated fo the purposes described in
subparagrarhs (B) (D) ond (B) of pavagraph (3) in such arounts that theve is hsuffcient
cash o provida the fill ot determined pursucmt o this pavagraph, that amaunt shall ba
demonstrated in an additiond Hewized schadule,

Suggesied Procedureis):

10. Include (or present) a schedule detailing the comptation of the Balance Awaflable for
Allocation to Affected Tazing Entities. Amounts included in the calculation should agree
to the results of the procedures perfonmed in each section abowe. The schedule should
dalso 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
ammmt of thiz deduction presented should be agreed to ewidence of payment. The
attached ezample surmary schedile may be conadered for this pumose Separate
schedules should be completed for the Low and Ivloderate Income Housing Fund and for
all ather finds combined {excluding the Lowand Woderate Income Housng Fund),

2
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W.B-27-11

Suggested Procedure(s):

11. Obfain a representation letter from Successor Agency management acknowledging their
respotsibility 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 managernent 15 not aware of any transfers (as defined by Section
341795 from either the former redevelopment agency or the Buccessor Agency to other
patties for the period from Jatuary 1, 2011 through June 30, 2012 that hawe not been
propetly identified in the AUP report and its related exbubits. Wanagement' s refiisal to

sgn the representation letter should be noted in the AUP report as required by attestation
staticlards.
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V. 8-27-12

SUMMARY OF BALANCES AVAILABLE FOR ALLOCATION TO
AFFECTED TAXING ENTITIES

Total amount of assets held by the successor agency as of June 30, 2012 (procedure 5) $

Add the amount of any assets transferred to the city or other parties for which an
enforceable

obligation with a third party requiring such transfer and obligating the use
of the transferred assets did not exist (procedures 2 and 3)

Less assets legally restricted for uses specified by debt

covenants, grant restrictions, or restrictions imposed by other
governments (procedure 6)

Less assets that are not cash or cash equivalents (e.g., physical assets) - (procedure 7)

Less balances that are legally restricted for the funding of an enforceable
obligation (net of projected annual revenues available to fund those obligations) -
(procedure 8)

Less balances needed to satisfy ROPS for the 2012-13 fiscal year (procedure 9)

Less the amount of payments made on July 12, 2012 to the County Auditor-Controller
as

directed by the California Department of Finance

Amount to be remitted to county for disbursement to taxing entities $

Note that separate computations are required for the Low and Moderate Income Housing Fund held by the
Successor Agency and for all other funds held by the Successor Agency.

NOTES: For each line shown above, an exhibit should be attached showing the composition of the summarized
amount.

If the review finds that there are insufficient funds available to provide the full
amount due, the cause of the insufficiency should be demonstrated in a separate schedule.
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