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MEMORANDUM
DATE:  February 1,2013
To: Oakland Oversight Board
RE: Other Funds Due Diligence Review — Item # 3

This Memorandum focuses on just one of the six “deliverables” that Health & Safety
Code (“HSC”) Section 34179.5 (c) (enacted as part of AB 1484) requires as part of the All Other
Funds Due Diligence Review (the “DDR”). Some of the “deliverables” are strictly
accounting/financial in nature and some require legal analysis. The deliverable at issue here
involves a legal analysis. It concerns certain assets (cash) that were transferred after January 1,
2011 by the former Oakland Redevelopment Agency (“RDA”™) to the City of Oakland (the
“City”) and how that transfer bears on the funds that the Oakland Successor Agency to the RDA
(“ORSA”) may be required to remit to the Alameda County Auditor-Controller for distribution
to the taxing entities. A legal analysis of that asset transfer and the Oversight Board’s role in
reviewing and acting upon the DDR is the subject of this Memorandum. A recommendation to
the Oversight Board is also included. We start with the legal requirements of the DDR.

A. Due Diligence Review Requirements and Procedures Regarding the Asset Transfer.

The statutory requirements for the DDR are set forth in HSC Section 34179.5. As you
will recall, the ultimate goal of the DDR is to determine the amount of money that is
immediately available for distribution to the taxing entities. . The Department of Finance
(“DOF”), working with the CPA society, drafted a list of procedures to be used in conducting the
DDR (the “DOF Procedures™).

, In addition to preparing the DOF Procedures, DOF prepared another document to assist
in determining the amount of money that is immediately available for distribution to the taxing .
entities — the Summary of Balances Available for Allocation to Affected Taxing Entities.

Set forth below is the statutory requirements and the DDR Procedures that pertain to the
asset transfer at issue here:
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Statutory Requirement:

HSC Section 34179.5(c)(2) - The DDR shall include the dollar value of assets and cash
and cash equivalents transferred 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. (emphasis added)

"DOF’s Suggested Procedure #2:

2. [If the State Controller’s Office has completed its review of transfers required under
both Sections 34167.5 [i.e., assets transfers after January 1, 2011 between the former RDA and
the City] 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 [as is the case here with ORSA where
the State Controller’s Office has not completed its review], 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 requirements.
(emphasis added). Provide this listing as an attachment to the AUP report.

B.....

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

To properly perform this procedure, an understanding of what an “enforceable
obligation” is, is critical. Under AB 1484, the definition of an enforceable obligation excludes,
with certain limited exceptions not applicable here, any agreements, contracts, or
arrangements between the city or the county that created the former redevelopment agency
(bere, the City of Oakland) and the former RDA. (HSC Section 34171 (d)(1)). AB 1484 also
provides that “agreements, contracts or arrangements between the city . . . and the redevelopment
agency are invalid and shall not be binding on the successor agency.” HSC Section 341718(a)
(emphasis added). Although these statutory provisions may be the subject of challenge in
litigation, as of this date, the foregoing is the legal definition of what is excluded as an
enforceable obligation.

In addition, AB 26 provides that the State Controller shall review the activities of the
redevelopment agencies in the State to determine whether any asset transfer has occurred after
January 1, 2011 between the city and the redevelopment agency; if so, and the agency that
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received the assets is not contractually committed to a third party for the expenditure or
encumbrance of those assets, the Controller shall order those assets to be returned to the
successor agency. HSC Section 34167.5. Section 34167.5 further provides: “The Legislature
hereby finds that a transfer of assets by a redevelopment agency during the period covered in this
section is deemed not to be in furtherance of the Community Redevelopment Law and is thereby
unauthorized.” (Emphais added.)

The asset transfers that took place after January 1, 2011 were, under the express terms of
AB 26, unauthorized. The Controller has not yet ordered the return of the assets, but we
understand that all such transfers are currently under review by the Controller. The so-called
“claw-back” by the State Controller is not before the Oversight Board as part of its review and
approval of the DDR. ‘

B. The January 25, 2013 DDR and an Alternative Attachment B.

The Certified Public Accounting Firm of MGO prepared the DDR dated January 25,
2013 and presented it to the Oversight Board at a special meeting held for public comment on
January 28, 2013. In performing Procedure #2 set forth above, MGO reports on page 2 of the
DDR that it obtained a listing prepared by ORSA of the transfer of assets that ORSA made to the
City for the period of January 1, 2011 through January 31, 2012, totaling the amount of
$35,161,938 ($19,284,544 of pooled cash and $15,877,394 of restricted cash and investments),
and MGO listed those asset transfers on Attachment C of the DDR (a copy of which is attached
here as Exhibit 1). The DDR also states that the cash transfers were required by the former
RDA’s enforceable obligations under the Purchase and Sale Agreements entered into on March
3, 2011, by which the City agreed to sell certain real property parcels to the former RDA in
exchange of the RDA’s payment to the City of $35,161,938.

_ In the final step of the DDR, MGO prepared the Summary of Balances Available for

Allocation to Affected Taxing Entities and attached it to the DDR as Attachment B (a copy of
which is attached hereto as Exhibit 2). Note that the second item states “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 obligation the use of the transferred assets did not exist
(procedures 2 and 3).” MGO listed nothing in that category because it had determined that the
Purchase and Sale Agreements requiring the cash asset transfers totaling $35,161,938 were
enforceable obligations.

We understand, however, from speaking with ORSA staff that although MGO obtained a
copy of the Purchase and Sale Agreements, it did not conduct an independent legal analysis as to
whether the Agreements constituted enforceable obligations under AB 1484.

'As set forth above, under AB 1484, the definition of an enforceable obligation excludes
any agreements, contracts, or arrangements between the city or the county that created the
former redevelopment agency (here, the City of Oakland) and the former RDA. (HSC
Section 34171 (d)(1)). The asset transfers in the amount of $35,161,938 were made pursuant to
the Agreements between the City and the former RDA, which are expressly deemed under HSC
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Section 34171(d)(1) not to be enforceable obligations. This legal analysis leads to the
conclusion that the assets transfers should be listed on Attachment B, the Summary of Balances
Available for Allocation to Affected Taxing Entities, and should be part of the calculations there.
In addition, because $15,877,394 of the transferred assets was from restricted cash/investments,
it appears that amount should be added to the $57,732,003 to be deducted under Procedure 6.
Finally it appears that the amount of funds required to satisfy the ROPS for 2012-2012 fiscal
year should be $44,939.417, as reflected on Attachment H to the DDR. MGO reflected
$40,954,764 as the amount needed to satisfy ROPS for the 2012-2013 fiscal year, but that was a
“backed-out” figure because without the $35,161,938 in transferred assets (procedure 2), the
assets available were $3,984,653 short to satisfy ROPS for the 2012-2013 fiscal year (see
Attachment H of the DDR). ’

Despite the foregoing proposals to change Attachment B, it is within the professional
judgment of MGO, not Stein & Lubin LLP, to make such changes, or others, based on MGO’s
consultation with legal counsel as to the “enforceable obligation” issue:

An alternative Summary of Balances Available for Allocation to Affected Taxing Entities
is attached here as Exhibit 3, for consideration by MGO and the Oversight Board. The bottom
line under the alternative Summary of Balances Available for Allocation to Affected Taxing
Entities is that $15,299,891 would be available for distribution to the taxing entities. According
to the pie graphs previously prepared by Keyser Marston in their reports to this' Oversight Board,
this would mean that the following approximate amounts would be distributed to the following
taxing entities: $4.284 million to the City, $2.907 million to the Oakland Unified School
District, $2.448 million to Alameda County, $765,000 to AC Transit, and $459,000 to the Peralta
Community Colleges, in addition to other amounts to all of the other taxing entities.

C. Role of the Oversight Board.

HSC Section 34179.6 requires that, upon receipt of the DDR, the Oversight Board must
convene a public comment session; the Board has done so. No earlier than five business days
after the public comment session the Board can meet to take action on the review; the Board is
meeting to take such action on February 4, 2013. 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 may adjust any amounts provided in the DDR to reflect additional
information and analysis.

D. Balancing Fiduciary Duties to Taxing Entities and to Holders of Enforceable Obligations.

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

If the Board adopts the MGO January 25, 2013 DDR “as is”, the legal requirements of
AB 1484 as to Procedure #2 will not be satisfied, and the taxing entities will receive no funds as
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a direct result of the DDR. In addition, there will be a shortfall to the holders of enforceable
obligations under the ROPS for the fiscal year 2012-2013 in the amount of $3,984,653.

If the Board adjusts the amounts in the DDR to reflect the Summary of Balances
Available for Allocation to Affected Taxing Entities attached here as Exhibit 3, and ORSA
remits the $15,299,891 to the Alameda County Auditor-Controller for distribution to the taxing
entities, the holders of enforceable obligations under the ROPS for the fiscal year of 2012-2013
will be left without timely payments, because it has been reported by ORSA that ORSA does not
have enough cash on hand to pay the $15,299,891 to the taxing entities and to meet the
$44,939,417 in enforceable obligations under the ROPS for the fiscal year 2012-2013.

The only way to make up the $3,984,653 shortfall for ROPs for the 2012-2013 fiscal year
and fully satisfy the holders of enforceable obligations and to then remit unencumbered funds to
the taxing entities is to direct ORSA to make diligent efforts to recover from the City the
$35,161,958 that was transferred to the City without an enforceable obligation. AB 1484
requires ORSA to make such efforts. Section 34179.6(f) provides: “Successor agencies shall
make diligent efforts to recover any money determined to have been transferred without an
enforceable obligation as described in paragraphs (2) and (3) of subdivision (c) of Section
34179.5.” Of course, if the City must return the $35,161,938 to ORSA, ORSA must in turn
convey title to the properties listed on Exhibit 1 to the City. This is not a claw-back by the
Controller, but a local-level claw-back necessary, and required, to meet the DDR obligations
under AB 1484.

AB 1484 provides for remedies and stiff penalties if a ORSA cannot recover funds that
have been transferred to the City without an enforceable obligation. Section 34179.6(h)(1)(A)
provides: “If the successor agency cannot promptly recover the funds that have been transferred
to another public agency without an enforceable obligation as described in paragraphs (2) and (3)
of subdivision (c) of Section 34179.5, the funds may be recovered through an offset of sales and
use tax or’ property tax allocations to the local agency to which the funds were transferred.” The
DOF can order the State Board of Equalization to make the offset, or the County Auditor-
Controller may reduce the property tax allocations to any local agency that fails to repay the
funds, and the amount of such offset is then distributed to the taxing entities. HSC Section
34179.8(c).

Alternatively, and in addition to the offset. remedies, the DOF can direct the County
Auditor-Controller to deduct the unpaid amount from future allocations of property tax to the
successor agency until the repayment has been accomplished.

E. Recommendation

We recommend that, pursuant to HSC Section 34179.6 (c), the Oversight Board adjust
the amounts provided in the DDR as shown on Exhibit 3, and make a determination that
$15,299,891 is available for distribution to the taxing entities. In addition, we recommend that
the Oversight Board direct ORSA to promptly make diligent efforts to recover the $35,161,938
from the City so that the full amount of $44,939,417 will be available to pay the holders of

55440001/485759v2



Oakland Oversight Board
February 1,2013
Item 3, Page 6

~

enforceable obligations on the ROPS for fiscal year 2012-2013 and $15,299,891 can be
distributed to the tax entities. By this action, the Oversight Board will meet its fiduciary duties
to both the holders of enforceable obligations and the taxing entities. In addition, the Oversight
Board should direct ORSA to convey title to the properties on Exhibit 1 to the City in exchange
for the $35,161,938.

We welcome any comments or questions with regard to this matter.
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Exhibit 2

Oakland Redevelopment Successor Agency, Successor Agency to the Redevelopment Agency of the City of Oakland
Attachment B - Excluding Low and Moderate Income Housing Funds
Assets Transferred to the Successor Apency That Ave Available to Distribnte to Affected Taxing Entities

. SUMMARY OF BALANCES AVAILABLE FOR ALLOCATION TO AFFECT ED TAXING ENTITIES

Total amount of assets hefd by the successor agency as ol June 30, 2012 (procedure 5} $ 175,317,592
Add the amount ol any assets transferred to the cily or other parties for whicl: an enforceable
obligation with o third party requiring such (tansfer and obligating the use of the transfered

asseis did not exist (provedures 2 and 3) ) .

Less assels Jegally resiricted Yor uses specified by debt covenants, grant restrictions, ot
restrictions imposed by other governments {procedure 6} : (57,732,403)

Less assets that are not cash or caush 'cquivalcn(s {e.g., physical assets) - {procedure 7} (55,126,000)

Less balancss that arc legally restricted for the finding of an enforceable
abligation (net of projecied annual revenues available (o fund those obligations} - (precedurc 8) -

Less balances needed to satisfy ROPS for the 261213 fiseal year (procedure 9) T (40,954,764)
/ Luss the anount of payments made on July 12, 2012 to the County Auditor-Controtler as directed
by ;he California Department of Financu ' 121,505,225}
Amotnt to be remilied to county for disbursement o laxing entities ' $ -

55440001/485759v2



Oakland Oversight Board
February 1, 2013
Item 3, Page 9

Exhibit 3

DDR Attachment B Adjustments

Oakland Redevelopment Successor Agency, Successor Agency to the Redevelopment Agency of the City
of Oakland
Attachment B — Excluding Low and Moderate Income Housing Funds
Assets Transferred to the Successor Agency That Are Available to Distribute to Affected Taxing Entities

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) § 175,317,992

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) (Attachment C) " 35,161,938
Less assets legally restricted for uses specified by debt covenants, grant restrictions, or (73,609,397)
restrictions imposed by other governments (procedure 6) +$15,877,394 (Attachment C) 67732603
Less assets that are not cash or cash equivalents (e.g., physical assets) — (procedure 7) '(55,126,000)

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) (Attachment H) (44,939,417)

2 5

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

. directed by the California Department of Finance (21,505,225)
Amount to be remitted to county for disbursement to taxing entities $ 15,299,891
55440001/485759v2



OAKLAND OVERSIGHT BOARD
RESOLUTION No. 2013-

A RESOLUTION OF THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY TO THE DISSOLVED REDEVELOPMENT
AGENCY OF THE CITY OF OAKLAND, PURSUANT TO
CALIFORNIA HEALTH & SAFETY CODE SECTION 34179.6,
APPROVING THE ALL FUNDS, EXCLUDING LOW AND
MODERATE INCOME HOUSING FUND, DUE DILIGENCE REVIEW,
MAKING A DETERMINATION OF THE AMOUNT AVAILABLE FOR
TRANSFER TO TAXING ENTITIES AND AUTHORIZING THE
SUCCESSOR AGENCY TO RETAIN CERTAIN FUNDS

WHEREAS, the Ovefsight Board to the Successor Agency (the “Successor
Agency’) of the dissolved Redevelopment Agency of the City of Oakland (the “Board”) has been
- appointed pursuant to the provisions of Health & Safety Code Section 34179; and

' WHEREAS, Health & Safety Code (“HSC”) Section 34179.5 requires that the
Successor Agency hire an accountant (the “Accountant’) to conduct a due diligence review of
all funds, excluding the Low and Moderate Income Housing Fund (the DDR”), to determine the
amount of cash and cash equivalents from all funds, excluding the Low and Moderate Income
Housing Fund, that are available for distribution to the taxing entities;

WHEREAS, HSC Section 34179.6 requires the Successor Agency to submit the
DDR to the Board, and that upon receipt of the DDR, the Board, not fewer than five (5)
business days after convening a public comment session on the DDR must review, approve
and transmit to the California Department of Finance and the Alameda County Auditor-
Controller the Board’s determination of the amount of cash and cash equivalents, calculated in
accordance with the requirements of Section 34179.5, that is available for transfer to the taxing
entities from all funds, excluding the Low and Moderate Income Housing Fund;

WHEREAS, the Successor Agency submitted a DDR, dated January 25,2013, to
the Board on January 25, 2013, and on January 28, 2013 the Board convened a public
comment session on the DDR - a copy of the DDR is attached to this Resolution as Exhibit 1;

WHEREAS, at the request of the Board, the Legal Counsel to the Board has
reviewed the DDR, has discussed it with the Successor Agency staff and has reported to the
Board the results of her review in the January 28, 2013 public comment session and in a
Memorandum to the Board dated February 1, 2013;

WHEREAS, pursuant to the findings of the Accountant as reflected in Attachment
B of the DDR, no funds from all funds, excluding the Low and Moderate Income Housing Fund,
are available for transfer to the taxmg entities;

C:\Documents and Settings\Igustafson\Local Settings\Temporary Internet Files\Content.Outlook\0K3214ZR\SF-#485822-v1-
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WHEREAS, after consideration and discussion of the DDR at two properly
convened public meetings of the Board, including a public comment session, the Board takes
the following action with respect to the DDR:

RESOLVED, by the Oakland Oversight Board as follows:

, SECTION 1. The above Recitals are true and correct and are adopted as the
findings of the Oakland Oversight Board.

SECTION 2. The Oakland Oversight Board approves the DDR and confirms that
there are no funds available from all funds, excluding the Low and Moderate Income Housing
Fund, for transfer to taxing entities according to the calculation method provided in HSC
Section 34179.5.

SECTION 3. Pursuant to HSC Section 34179.6(c), the Oakland Oversight Board
authorizes the Successor Agency to retain the following amounts, as described in the DDR: (a)
$57,732,003 of cash restricted by bond covenants and other legal restrictions (Attachment F of
the DDR); (b) $55,126,000 of assets that are not cash or cash equivalents (e.g., real estate);
(Attachment G of the DDR); and (c) $40,954,764 of cash that is contractually dedicated to the
funding of enforceable obligations (Attachment H of the DDR).

SECTION 4. The Agency Administrator is hereby directed to transmit this
Resolution, with Exhibits attached, to the California Department of Finance and to the Alameda
County Auditor-Controller. :

ADOPTED, at a regular meeting held on February 4, 2013, by the members of
the Oversight Board of the Successor Agency for the Dissolved Redevelopment Agency of the
City of Oakland with the following vote:

AYES-
NOES-
ABSENT-
ABSTENTION-
ATTEST:

SECRETARY, OAKLAND
OVERSIGHT BOARD

C:\Documents and Settings\Igustafson\Local Settings\Temporary Internet Files\Content.Outlook\OK32I4ZR\SF-#485822-v1-
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EXHIBIT 1

Approved All Funds, Excluding Low and Moderate Income Housing Fund, Due
Diligence Review

(copy attached)

C:\Documents and Settings\Igustafsom\Local Settings\Temporary Internet Files\Content.Outlook\0K32[4ZR\SF-#485822-v1 -
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OAKLAND REDEVELOPMENT SUCCESSOR AGENCY

Independent Accountant’s Report on
Applying Agreed-Upon Procedures on
All Funds, Excluding Low and Moderate Income Housing Funds
of the Former Redevelopment Agency of the
City of Oakland, California

As prescribed in Section 34179.5 of
the California Health and Safety Code

t—»; Certified Public Accduntants.




T Walnut Creek
2121 N. California Blvd., Suite 750
Walnut Creek, CA 94596

3 Certified Public Accountants. 925.274.0190

Sacramento
Oakland

LA/Century City

Oakland Redevelopment Successor Agency, Successor Agency to the
Redevelopment Agency of the City of Oakland

Oakland, California San Diego

Newport Beach

Independent Accountant’s Report on Seattle
Applying Agreed-Upon Procedures

We have performed the procedures applied to all other funds excluding the Low and Moderate Income
Housing Funds of the of the former Redevelopment Agency of the City of Oakland (Agency) enumerated
in Attachment A, which were agreed to by the Oakland Redevelopment Successor Agency, as Successor
Agency to the Agency (Successor Agency), the California State Controller’s Office, and the California
State Department of Finance (collectively referred to as the Specified Parties), solely to assist the
Specified Parties in determining the balances available for transfer to taxing entities from assets
transferred to the Successor Agency from all other funds excluding the Low and Moderate Income
Housing Funds of the former Agency, as prescribed in Section 34179.5 of the California Health and
Safety Code.

Management of the former Agency and the Successor Agency are responsible for the accounting records.
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 below, 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 agreed-upon procedures applied to all other
funds excluding the Low and Moderate Income Housing Funds of the Agency 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 balances available for transfer to taxing entities from assets transferred to the Successor
Agency from all other funds excluding the Low and Moderate Income Housing Funds of the former
Agency or as to the appropriateness of the other financial information summarized in Attachments A, B,
C, D, EF, G, H I J, and K. 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 Successor Agency, the California State

Controller’s Office, and the California State Department of Finance, 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.

PMacias Lo & C Co O L1v

Walnut Creek, California
January 25, 2013

www.mgocpa.com



Oakland Redevelopment Successor Agency, Successor\Agency to the
Redevelopment Agency of the City of Oakland

Attachment A — Agreed-Upon Procedures and Findings
Successor Agency, Excluding Low and Moderate Income Housing Funds

The agreed-upon procedures, as it relates to all funds of the former Agency, excluding Low and Moderate
Income Housing Funds, and findings are as follows:

1.

Obtain from the Successor Agency a listing of all assets that were transferred from the former
redevelopment agency to the Successor Agency on or about February 1, 2012. Agree the amounts on
this listing to account balances established in the accounting records of the Successor Agency.
Identify in the Agreed-Upon Procedures (AUP) report the amount of the assets transferred to the
Successor Agency as of that date.

Finding: We obtained from the Successor Agency a listing of all assets (excluding Low and
Moderate Income Housing Fund assets) that were transferred from the former redevelopment agency
to the Successor Agency on or about February 1, 2012 and agreed the transfer of assets in the amount
of $172,821,000 to the account balances established in the accounting records of the Successor
Agency. .

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.

Finding: The State Controller’s Office has not completed its review of transfers required under both
Sections 34167.5 and 34178.8 nor issued its report regarding such review.

If this has not yet occurred, perform the fbllowing 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 requirements. Provide this listing as an attachment to the AUP report. - ,

Finding: We obtained a listing prepared by the Successor Agency of transfers from the former

* redevelopment agency to the City and noted that the Successor Agency listed asset transfers of
$35,161,938 to the City for the period from January 1, 2011 through January 31, 2012, which
includes $19,284,544 of pooled cash and $15,877,394 of restricted cash and investments. See
Attachment C for the listing of the transfers with a description of the purpose and in what sense
the transfer was required by one of the Agency’s enforceable obligations or other legal
requirements. The transfers were made for the purpose of acquiring properties under the
Purchase and Sale Agreement with Leaseback Option (Agreement) entered into on March 3,
2011, whereas the City, as the Seller, agreed to sell various properties to the former
redevelopment agency. The Agreement contains a provision allowing the City to leaseback the
property at a rental rate of $1 per year for up to 30 years at any point after the sale.

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 listing as an attachment to the AUP report.



3.

Oakland Redevelopment Successor Agency, Successor Agency to the
Redevelopment Agency of the City of Oakland

Attachment A — Agreed-Upon Procedures and Findings
Successor Agency, Excluding Low and Moderate Income Housing Funds

Finding: We obtained a listing prepared by the Successor Agency of transfers from the Successor
Agency to the City and noted that the Successor Agency did not list any transfers for the period
from February 1, 2012 through June 30, 2012.

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.

Findings: We obtained the legal document that formed the basis for the enforceable obligation
that required any transfer. See Attachment C.

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.

Finding: The State Controller’s Office has not completed its review of transfers required under
both Sections 34167.5 and 34178.8 nor issued its report regarding such review.

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.

Finding: We obtained a listing prepared by the Successor Agency of transfers from the former
redevelopment agency to any other public agency or to private parties and noted that the
Successor Agency did not list any transfers for the period from January 1, 2011, through
January 31, 2012

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 listing as
an attachment to the AUP report.

Finding: We obtained a listing prepared by thé Successor Agency of transfers from the former
redevelopment agency to any other public agency or to private parties and noted that the
Successor Agency did not list any transfers for the period from February 1, 2012 through June 30,
2012.

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.



Oakland Redevelopment Successor Agency, Successor Agency to the
Redevelopment Agency of the City of Oakland

Attachment A — Agreed-Upon Procedures and Findings
Successor Agency, Excluding Low and Moderate Income Housing Funds

Findings: The procedure is not applicable. The Successor Agency did not list any transfers of
assets to any other public agency or to private parties for the period January 1, 2011 to
June 30, 2012.

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.

B. 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.

C. Comparé 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.

D. 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.

Finding: Please refer to Attachment D for a summary of the financial transactions of the former
Agency and the Successor Agency for the periods ended June 30, 2010, June 30, 2011,
. January 31, 2012, and June 30, 2012. We compared the financial transactions of the former
Agency for the period ended June 30, 2010 to the corresponding audited financial statements and
State Controller’s Report. We noted the former Agency reported total long-term debt in the
amount of $502,399,000 in the State Controller’s Report versus the amount reported in the
audited financial statements of $512,527,000, for a difference of $10,128,000. We agreed the
financial transactions of the former Agency for the periods ended June 30, 2011 and January 31,
2012 and of the Successor Agency for the period ended June 30, 2012 to the corresponding
audited financial statements. The financial transactions of the Successor Agency are presented

using the accrual basis of accounting in lieu of the modified accrual basis of accounting.

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. 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.

Finding: We obtained from the Successor Agency 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) and agreed the assets listed to the recorded balances reflected in the
accounting records of the Successor Agency. The Successor Agency reported $175,317,992 of assets
held by the Successor Agency at June 30, 2012. See listing in Attachment E.

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



Oakland Redevelopment Successor Agency, Successor Agency to the
Redevelopment Agency of the City of Oakland

Attachment A — Agreed-Upon Procedures and Findings
Successor Agency, Excluding Low and Moderate Income Housing Funds

A Unspenf bond proceeds:

1.

ii.

iii.

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 identified by the Successor Agency as restricted.

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

i.

ii.

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 grant agreement that sets forth the restriction
pertaining to these balances. Note in the AUP report the absénce 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:

i.

ii.

iii.

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

Trace individual components of this complitation 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.

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.

Finding: We obtained from the Successor Agency its computation of the restricted balances for
unspent bond proceeds and other assets considered to be legally restricted as of June 30, 2012; traced
the individual components of this computation to related account balances in the accounting records,
or to other supporting documents as specified in Attachment F and obtained a copy of the legal
document that sets forth the restriction pertaining to these balances.

Please refer to Attachment F for the listing of the Successor Agency’s restricted assets, excluding the
Low and Moderate Income Housing Fund assets, held by the Successor Agency at June 30, 2012,
descriptions of the period of time for which the restrictions are in effect and findings noted.



Oakland Redevelopment Successor Agency, Successor Agency to the
Redevelopment Agency of the City of Oakland

Attachment A — Agreed-Upon Procedures and Findings
Successor Agency, Excluding Low and Moderate Income Housing Funds

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 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.

If the assets listed at 7.A. are listed at purchase cost, trace the amounts to a previously auditedAv
financial statement (or to the accounting records of the Successor Agency) and note any
differences.

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 occur), inspect the supporting documentation and note
the circumstances.

If the assets listed at 7.A. are listed at recently estimated market value, inspect the evidence (if
any) supporting the value and note the methodology used. If no evidence is available to support
the value and/or methodology, note the lack of evidence. :

Finding: We obtained from the Successor Agency a listing of assets as of June 30, 2012 that are not
liquid or otherwise available for distribution. See attachment G. The assets are listed at purchase cost
and/or fair value, which we traced to the accounting records of the Successor Agency and did not note

any

differences.

8. Perform the following procedures:

A,

ii.
iii.

iv.

If the Successor Agency believes that asset balances need to be retained to satisfy 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 funding of enforceable obligations 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 spec1ﬁes the dedication of existing asset balances toward payment
of that obligation.

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.

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

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

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.

Finding: The Successor Agency believes that asset balances are needed to be retained to satisfy
enforceable obligations, however, as there is a deficiency of assets held at June 30, 2012 to pay
enforceable obligations on the Recognized Obligation Payment Schedule for the period of July 1,
2012 through June 30, 2013 (as documented in Procedure #9) the remaining unfunded enforceable



Oakland Redevelopment Successor Agency, Successor Agency to the
Redevelopment Agency of the City of Oakland

Attachment A — Agreed-Upon Procedures and Findings
Successor Agency, Excluding Low and Moderate Income Housing Funds

obligations will be paid from redevelopment property tax trust fund distributions on future
Recognized Obligation Payment Schedules.

B. If the Successor Agency believes that future revenues together with balances dedicated or

ii.

iii.

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:

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.

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.

For the forecasted annual revenues:

a. Obtain from the Successor Agency its assumptions for the forecasted annual revenues
and disclose in the report major assumptions associated with the projections.

C If the Successor Agency believes that projected property tax revenues and other general purpose

ii.

iii.

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.

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
assumptions associated with the projections.

D. If procedures A, B, or C were performed, calculate the amount of current unrestricted balances

i.
ii.

iii.

necessary for retention in order to meet the enforceable obligations by performing the following
procedures.

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.



10.

11.

Oakland Redevelopment Successor Agency, Successor Agency to the
Redevelopment Agency of the City of Oakland

Attachment A — Agreed-Upon Procedures and Findings
Successor Agency, Excluding Low and Moderate Income Housing Funds

Finding: Procedure A was deemed not applicable and, therefore, Procedures B, C and D were
deemed not necessary.

If the Successor Agency believes that cash balances as of June 30, 2012 need 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
satisfy the obligation. Include this schedule as an attachment to the AUP report.

Finding: We noted the Successor Agency believes that cash balances in the amount of $40,954,764
as of June 30, 2012 need to be retained to satisfy obligations on the ROPS for the period from July 1,
2012 through June 30, 2013. Please refer to Attachment H for the schedule prepared and the results
of this procedure. Also, see Attachment I for the maximum RPTTF obligations approved by DOF for
ROPS II, Attachment J for a copy of the ROPS II and Attachment K for a copy of the ROPS III.

Include (or present) a schedule detailing the computation 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).

Finding: See Attachment B for the results of this procedure.

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.

Finding: No exceptions noted as a result of this procedure.



Oakland Redevelopment Successor Agency, Successor Agency to the Redevelopment Agency of the City of Oakland

Attachment B - Excluding Low and Moderate Income Housing Funds

Assets Transferred to the Successor Agency That Are Available to Distribute to Affected Taxing Entities

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

175,317,992

(57.,732,003)

(55,126,000)

(40,954,764)

(21,505,225)
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Oakland Redevelop S Agency, 8 Agency to the Redevelopment Agency of the City of Oakland

Attach D - Cond dS y of Fi ial Data
Accrual Basis
Modified Accrual Basis of Accounting of Accounting
Redevelopment Redevelopment Redevelopment Successor
Agency Agency Agency Agency
6/30/2010 6/30/2011 1/31/2012 6/30/2012
Assets:
Cash and investments $ 220,898,000 $ 201,679,000 $ 103,832,000 $ 108,068,000
Accounts receivable 2,440,000 449,000 136,000 353,000
Accrued interest receivable 653,000 549,000 - -
Grants receivable - 2,178,000 - -
Due from other governments 36,000 - . - -
Due from other funds - - 1,429,000 -
Due from the City of Oakland 2,121,000 ' - 12,000 - 1,690,000
Advances to the City of Oakland 11,721,000 13,024,000 8,894,000 -
Prepaids and other assets 32,000 23,000 19,000 19,000
Restricted cash and investments 192,471,000 196,781,000 124,450,000 108,608,000
Notes and loans receivable, net 156,038,000 ) 190,106,000 138,876,000 6,375,000
Property held for resale 163,919,000 179,240,000 48,093,000 38,957,000
Unamortized bond issuance costs - - - 7,732,000
Total Assets . $ 750,329,000 $ 784,041,000 $ 425,729,000 s 271,802,000
Liabilities: .
Accounts payable $ 3,211,000 $ 3,709,000 $ 1,443,000 $ 2,725,000
Accrued interest payable - - - 9,973,000
Due to other funds - - 1,429,000 -
Due to the City of Oakland 10,898,000 2,179,000 3,325,000 2,800,000
Due to other governments 11,475,000 8,067,000 26,320,000 29,985,000
Deposits and other payables 598,000 1,210,000 395,000 97,000
Deferred revenue 172,212,000 205,309,000 147,884,000 -
Long-term liabilities:
Due within one year - - - 23,132,000
Due in more than one year - - - 481,349,000
Total Liabilities ) 198,394,000 220,474,000 180,796,000 550,061,000
Equity 551,935,000 563,567,000 244,933,000 (278,259,000)
Total Liabilities + Equity $ 750,329,000 $ 784,041,000 $ 425,729,000 $ 271,802,000
Redevelopment Redevelopment Redevelopment Successor
Agency Agency Agency Agency
12 Months Ended 12 Months Ended 7 Months Ended 5 Months Ended
L 6/30/2010 6/30/2011 1/31/2012 6/30/2012
Total revenues $ 129,138,000 $ 180,794,000 $ 46,501,000 $ 39,021,000
Total expenditures/expenses 193,642,000 169,162,000 365,135,000 44,260,000
Extraordinary loss from RDA Dissolution - - - - (273,020,000)
Net change in equity (64,504,000) 11,632,000 (318,634,000) (278,259,000)
Beginning Equity 616,439,000 551,935,000 563,567,000 -
Ending Equity 3 551,935,000 $ 563,567,000 $ 244,933,000 3 (278,259,000)
Reconciliation of the former Agency Ending Equity at 1/31/2012 to . R e . L -
S Agency Beginning Equity at 2/1/2012. . . [ . i
Redevelopment Agency ending equity : . $ 244,933,000
Transferred in from the Housing Successor ', : : (9,322,000)
Extraordinary loss from RDA dissolution ! Lo : (235,611,000)
Successor Agency, beginning equity o L . i $ - B
Redevelopment Redevelopment Redevelopment -
Agency Agency Agency . |
Other Information 6/30/2010 6/30/2011 1/31/2012 ‘
Capital assets as of end of year = 6,600,000 6,448,000 6,359,000 | :
Interest payable as of end of year _$ 9,278,000 . 0,309,000 2,614,000 i
Long term debt as of end of year = 512,527,000 530,921,000 510967000 . . ‘



Oakland Redevelopment Successor Agency, Successor Agency
to the Redevelopment Agency of the City of Oakland
Attachment E - Successor Agency Assets, Excluding Low and Moderate Income Housing Funds
Held by the Successor Agency at June 30, 2012

June 30, 2012
Assets:
Cash and investments $ 70,305,838
Restricted cash and investments 49,886,154
Accounts receivable ’ 353,000
Due from City of Oakland 1,690,000
~Notes & loans receivable 6,375,000
Property held for resale : : 38,957,000
Prepaids ' 19,000
Unamortized bond issuance costs 7,732,000

Total Assets 3 175,317,992
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OAKLAND OVERSIGHT BOARD

RESOLUTION No. 2013-

A RESOLUTION OF THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY TO THE DISSOLVED REDEVELOPMENT
AGENCY OF THE CITY OF OAKLAND, PURSUANT TO
CALIFORNIA HEALTH & SAFETY CODE SECTION 34179.6,
APPROVING THE ALL FUNDS, EXCLUDING LOW AND
MODERATE INCOME HOUSING FUND, DUE DILIGENCE REVIEW,
WITH CERTAIN ADJUSTMENTS, MAKING A DETERMINATION OF
THE AMOUNT AVAILABLE FOR TRANSFER TO TAXING
ENTITIES, DIRECTING THE SUCCESSOR AGENCY TO
PROMPTLY MAKE DILIGENCT EFFORTS TO RECOVER
$35,161,938 FROM THE CITY OF OAKLAND, DIRECTING THE
SUCCESSOR AGENCY TO CONVEY CERTAIN REAL PROPERTY
PARCELS BACK TO THE CITY OF OAKLAND, AND AUTHORIZING
THE SUCCESSOR AGENCY TO RETAIN CERTAIN FUNDS

WHEREAS, the Oversight Board to the Successor Agency (the “Successor
Agency’) of the dissolved Redevelopment Agency of the City of Oakland (the “Board”) has been
appointed pursuant to the provisions of Health & Safety Code (“HSC”) Section 34179; and

WHEREAS, HSC Section 34179.5 requires that the Successor Agency hire an
accountant (the “Accountant”) to conduct a due diligence review of all funds, excluding the
Low and Moderate Income Housing Fund (the DDR"), to determine the amount of cash and
cash equivalents from all funds, excluding the Low and Moderate Income Housing Fund, that
are available for distribution to the taxing entities;

WHEREAS, HSC Section 34179.6 requires the Successor Agency to submit the
DDR to the Board, and that upon receipt of the DDR, the Board, not fewer than five (5)
business days after convening a public comment session on the DDR, must review, approve
and transmit to the California Department of Finance and the Alameda County Auditor-
Controller the Board’s determination of the amount of cash and cash equivalents, calculated in
accordance with the requirements of Section 34179.5, that is available for transfer to the taxing
entities from all funds, excluding the Low and Moderate Income Housing Fund:;

WHEREAS, the Board’s analysis of the DDR must be conducted with its dual
fiduciary duties in mind --- to the taxing entities and to the holders of enforceable obligations.

WHEREAS, the Successor Agency submitted a DDR, dated January 25, 2013, to
the Board on January 25, 2013, and on January 28, 2013 the Board convened a public
comment session on the DDR - a copy of the DDR is attached to this Resolution as Exhibit 1;

C:\Documents and Settings\gustafson\Local Settings\Temporary Internet Files\Content.Outlook\0K3214ZR\SF-#485796-v2-
Oakland_Oversight Board Resolution_-_All_Other_Funds_Due_Diligence Review (2).DOC



WHEREAS, the Accountant’s January 25, 2013 DDR showed no funds to be
available for transfer to the taxing entities and also showed a shortall of $3,984,653 to satisfy
all of the holders of enforceable obligations on the ROPS for the 2012-2013 fiscal year;

WHEREAS, pursuant to HSC Section 3479.6(c), the Board may adjust any
amounts provided in the DDR to reflect additional information and analysis;

WHEREAS, at the request of the Board, the Legal Counsel to the Board has
reviewed the DDR and the requirements of HSC Section 34179.5, has discussed it with the
Successor Agency staff and has reported to the Board the results of her review, both during
the public comment session on January 28, 2013 and in a Memorandum to the Board dated
February 1, 2013;

WHEREAS, HSC Section 34179.5(c)(2) provides that the DDR shall include the
dollar value of assets and cash and cash equivalents transferred 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, and requires that the DDR provide documentation of any enforceable obligation that
required the transfer;

WHEREAS, the January 25, 2013 DDR prepared by the Accountant listed a
transfer of cash assets in the total amount of $35,161,938 after January 1, 2011 from the
Successor Agency to the City of Oakland (the “City”) in exchange for the transfer of certain
real property parcels from the City to the Successor Agency pursuant to certain Purchase and
Sale Agreements

WHEREAS under AB 1484, the definition of an enforceable obligation excludes,
with certain limited exceptions not applicable here, any agreements, contracts, or
arrangements between the city or the county that created the former redevelopment agency
- and the former redevelopment agency. HSC Section 34171 (d)(1);

WHEREAS, AB 1484 also provides that “agreements, contracts or arrangements
between the city . . . and the redevelopment agency are invalid and shall not be binding on the
successor agency.” HSC Section 341718(a);

WHEREAS, the Purchase and Sale Agreements requiring the transfer of
$35,161,938 from the Successor Agency to the City and the transfer of real property from the
City to the Successor Agency were not enforceable obligations under AB 1484, and
accordingly, pursuant to HSC Section 34179.5, the $35,161,938 should be reflected on the
Summary of Balances Available for Allocation to Affected Taxing Entities as shown on the
Adjusted Summary of Balances Available for Allocation to Affected Taxing Entities, attached as
Exhibit 2 to this Resolution;

WHEREAS, the DDR shows on Attachment C that $15,877,394 of the
$35,161,938 came from restricted cash/investments, and accordingly, that amount is added to
the legally restricted amounts on the Adjusted Summary of Balances Available for Allocations
to Affected Taxing Entities, Exhibit 2 to this Resolution;
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WHEREAS, with the $35,161,938 listed as an asset of the Successor Agency on
the Adjusted Summary of Balances Available for Allocation to Affected Taxing Entities as
shown on Exhibit 2 to this Resolution, the $3,984,653 shortfall in payments to holders of
enforceable obligations under the ROPS for the 2012-2013 fiscal year will be filled, and the
amount of cash needed to satisfy the ROPS will increase to $44,939,417 as shown on the
Adjusted Summary of Balances Available for Allocations to Affected Taxing Entities, Exhibit 2
to this Resolution;

WHEREAS, the additional information and analysis reviewed by the Board has
shown that the amount available for distribution to the taxing entitles should be adjusted to
$15,299,891 as reflected on Exhibit 2 to this Resolution;

WHEREAS, if the Board adjusts the amounts in the DDR to reflect the Adjusted
Summary of Balances Available for Allocation to Affected Taxing Entities attached hereto as
Exhibit 2, and the Successor Agency remits $15,299,891 to the Alameda County Auditor-
Controller for distribution to the taxing entities, the holders of enforceable obligations under the
ROPS for the fiscal year of 2012-2013 will be left without timely payments, because it has
been reported by the Successor Agency that the Successor Agency does not have enough
cash on hand to pay $15,299,891 to the taxing entities and to meet $44,939,417 in enforceable
obligations under the ROPS for the fiscal year 2012-2013;

WHEREAS, the only way to make up the $3,984,653 shortfall for the ROPS for
the 2012-2013 fiscal year and fully satisfy the holders of enforceable obligations and to then
remit unencumbered funds to the taxing entities is for the Board to direct the Successor
Agency, in accordance with HSC Section 34179.6(f), to make diligent efforts to recover from
the City the $35,161,958 that was transferred to the City without an enforceable obligation;

WHEREAS, after consideratidn and discussion of the DDR at two properly
convened public meetings of the Board, including a public comment session, the Board takes
the following action with respect to the DDR: .

RESOLVED, by the Oakland Oversight Board as follows:

SECTION 1. The above Recitals are true and correct and are adopted as the
findings of the Oakland Oversight Board.

SECTION 2. The Oakland Oversight Board, pursuant to HSC Section 34179.6(c),
adjusts the amounts provided in the DDR as shown on Exhibit 2 to this Resolution and
determines, according to the calculation method provided in HSC Section 34179.5, that
$15,299,891 is available for distribution to the taxing entities.

: SECTION 3. Pursuant to HSC Section 34179.6(f), the Oakland Oversight Board
directs the Successor Agency to promptly make diligent efforts to recover the $35,161,938
from the City so that the full amount of $44,939,417 will be available to pay the holders of
enforceable obligations on the ROPS for fiscal year 2012-2013 and so that $15,299,891 can
be distributed to the tax entities.
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SECTION 4. The Oakland Oversight Board directs the Successor Agency to
convey title to the real property parcels listed in Attachment C of the DDR to the City, upon
receipt from the City of the $35,161,938.

SECTION 6. Pursuant to HSC Section 34179.6(c), the Oakland Oversight Board
authorizes the Successor Agency to retain the following amounts, as described in the DDR: (a)
$73,609,397 of cash restricted by bond covenants and other legal restrictions (Attachment F of
the DDR, as that amount has been adjusted by Exhibit 2 hereto); (b) $55,126,000 of assets
that are not cash or cash equivalents (e.g., real estate); (Attachment G of the DDR); and (c)
$44,939,417 of cash that is contractually dedicated to the funding of enforceable obligations
(Attachment H of the DDR, as that amount has been adjusted by Exhibit 2 hereto).

SECTION 6. The Agency Administrator is hereby directed to transmit this
Resolution, with Exhibits attached, to the California Department of Finance and to the Alameda
County Auditor-Controller.

ADOPTED, at a regular meeting held on February 4, 2013, by the members of
the Oversight Board of the Successor Agency for the Dissolved Redevelopment Agency of the
City of Oakland with the following vote:

AYES-

NOES-
ABSENT-
ABSTENTION-

ATTEST:

SECRETARY, OAKLAND
OVERSIGHT BOARD
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EXHIBIT 1

Approved All Funds, Excluding Low and Moderate Income Housing Fund, Due
Diligence Review

(copy attached)
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EXHIBIT 2

DDR Attachment B Adjustments

Oakland Redevelopment Successor Agency, Successor Agency to the Redevelopment

~ Agency of the City of Oakland
Attachment B — Excluding Low and Moderate Income Housing Funds

Assets Transferred to the Successor Agency That Are Available to Distribute to Affected

Taxing Entities

SUMMARY OF BALANCES AVAILABLE FOR ALLOCATION TO AFFECTED

" TAXING ENTITIES

Total amount of asséts 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) (Attachment C)

Less assets legally restricted for uses specified by debt covenants, grant
restrictions, or restrictions imposed by other governments (procedure 6)
+$15,877,394 (Attachment C)

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) (Attachment H) \

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
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$175,317,992

35,161,938

(73,609,397)
657-732.003)

(55,126,000)

(44,939,417)
{40,964,764)

(21,505,225)

$

15,299,891




