Santa Monica Redevelopment Successor Agency Oversight Board
Memorandum

Date:

April 22, 2013

To:

Oversight Board

From:

Successor Agency staff

Subject:

Government-Purpose Assets

Recommendation
Staff recommends that the Oversight Board adopt a resolution ratifying the transfer of
ownership of certain real property assets to the City of Santa Monica that were
constructed and used for a governmental purpose pursuant to existing restrictions and
agreements relating to the construction and use of such assets, in accordance with
Health and Safety Code section 34181(a).
Statutory Background
The AB1x 26 and AB 1484 redevelopment dissolution statutes require any successor
agency that has been issued a finding of completion by the Department of Finance
(DOF) to transfer real property assets in the custody of the Successor Agency into a
Community Redevelopment Property Trust Tax Fund upon approval by the DOF of a
long-range property management plan, unless the assets are subject to the
requirements of any existing enforceable obligation (Health and Safety Code section
34191.4(a). A finding of completion can only be obtained from the DOF once the
Successor Agency has paid all cash assets demanded by the DOF, following due
diligence reviews (DDR) conducted by the DOF for a sweep of housing cash assets and
non-housing cash assets. (Health and Safety Code section 34179.7).
On January 31, 2013, the City and Successor Agency filed a Petition for Writ of
Mandate and Complaint for Injunctive Relief against the DOF and other parties,
contesting the DOF's demands for housing cash assets following the housing DDR
process. The Successor Agency is also contesting the DOF's demand for non-housing
cash assets and has initiated the meet and confer process with the DOF.
Consequently, it may be several months before the Successor Agency obtains a finding
of completion from the DOF.

While the redevelopment dissolution statutes prohibit real property transfers by the
Successor Agency until a finding of completion is obtained by the DOF, there is a
specific exemption for the transfer of government purpose assets. In essence, Health
and Safety Code sections 34181(a) and 34191.3 authorize the Oversight Board to direct
the Successor Agency's transfer of "government purpose" assets to a public entity
before a finding of completion is obtained. Government purpose assets are those
assets that were constructed and used for a governmental purpose pursuant to any
existing agreements relating to the construction or use of that asset. (Health and Safety
Code section 34181(a).
State Controller Audit
On a different track, the dissolution statutes provide for a separate audit by the State
Controller of asset transfers occurring after January 1, 2011 between the City's former
Redevelopment Agency (RDA) and the City. (Health and Safety Code section 34167.5)
Assets transferred during this period must be transferred back to the Successor Agency
unless the asset is contractually committed to a third party for expenditure or
encumbrance. The State Controller has made public statements that the exemption will
apply if the third party commitment is made prior to the effective date of AB1x 26. The
State Controller has also said that he intends to complete all audits before January
2014.
While the State Controller has not yet requested an audit of the former RDA's asset
transfers, the State Controller has been actively auditing other successor agencies
within the State. In some cases, the State Controller has asserted that all asset
transfers must be ratified by the Oversight Board, even if they occurred before AB1x 26
went into effect. While the Successor Agency does not agree with this requirement as a
matter of law, the Successor Agency has determined that it would be more productive to
follow the State Controller's policies to facilitate successful completion of the State
Controller's audit.
Oversight Board Review of All Government Purpose Assets
In light of the fact that the Successor Agency is not likely to receive a finding of
completion in the immediate future and given the potential timing of the State
Controller's future audit, the Successor Agency is seeking the Oversight Board's review
of all transfers of government purpose assets from the former RDA to the City that
occurred after January 2011. While many of these assets were subject to third party
commitments prior to the effective date of AB1x 26 (and in most cases prior to January
2011), in the interests of full disclosure, the Successor Agency is including these
properties for the Oversight Board's review. However, wherever applicable, the
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Successor Agency has identified pre-existing commitments and agreements that
support both the statutory exemptions as well as government purpose designations.
Description of Public Properties, Agreements, and Restrictions
The real property assets that are now subject to the Oversight Board's review consist of
public improvements that were transferred by the RDA to the City after January 1, 2011
but prior to the effective date of AB1x 26. These assets fall into three categories: the
Downtown parking structures (Parking Structures 1-8), the Ocean Park Project Area
parks and public right of way improvements, and the Civic Center Project Area parks
and right of way improvements. All of these assets have been maintained and operated
by the City using the City's general funds.
Downtown Parking Structures
Properties: 1234 Fourth Street (Parking Structure 1), 1235 Second Street (Parking
Structure 2), 1318/1320 Fourth Street (Parking Structure 3), 1321 Second Street
(Parking Structure 4), 1440 Fourth Street (Parking Structure 5), and 1431 Second Street
(Parking Structure 6.)
Governing Agreements: Code of Federal Regulations regarding 1966 Parking Revenue
Bonds, 1986 Certificates of Participation Official Statement, 1992 Lease Revenue
Bonds Official Statement, 2002 Lease Revenue Bonds Refunding Official Statement,
2002 Lease Agreement, Off-Site Parking Easement and Permit Agreement
(July 28, 2010), Third Street Mall and Downtown Assessment District Ordinance 1377
(July 8, 1986) and Resolution 7255 (July 15, 1986), BNY Western Trust Company
Assignment Agreement (May 1, 2002), Wilshire West Company Parking Lease (April
23, 1968), Teleklew Productions Agreement for Sublease and Construction, Operations
and Maintenance of Parking Facilities (September 11, 1979), Coastal Development
Permit 5-11-140 for Parking Structure 6, Downtown Santa Monica, Inc. Services
Agreement Contract No. 9088 (April 22, 2010), Morley Contract No. 9212 for Parking
Structure 6 reconstruction and Parking Structure 6 Lease Revenue Bonds Official
Statement.
Governing Restrictions: Bayside District Specific Plan, Coastal Development Permit on
Parking Structure 6, Zoning Ordinance No. 2417 and Conditional Use Permit on Parking
Structure 6.
Parking Structure Financing:
The six public parking structures were constructed on six City-owned public surface
parking lots designed to serve the Santa Monica’s downtown commercial core. The
concept, which became known in planning circles as “Park Once,” involved creating
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parking structures located throughout the district that allow visitors and workers in the
district to park one time and conduct a variety of different activities without moving their
cars, including going to the office, shopping at multiple destinations, dining, and
attending cultural events and entertainment. The park once concept was contrary to the
primary planning concept of the post-war era, which typically involved single-use
buildings with dedicated parking lots. Whereas downtown Santa Monica offered an
opportunity to go to work, see a movie, have dinner, and buy a new outfit while parking
one time, most of the development in the United States at the time would have required
three or four separate auto trips to accomplish these tasks. The centralized parking
system has enabled Santa Monica’s downtown to thrive with a much lower parking
count than is provided for similar amounts of development in more suburban settings.
Santa Monica’s park once concept became a model of downtown revitalization efforts
throughout the country.
Before the parking structures were built, downtown property owners understood that
centralized parking would be necessary to support the growth and development of the
area. Accessible and affordable parking was critical to allow downtown to stay
competitive with suburban shopping environments. Construction of the parking
structures occurred on City-owned properties. As explained in the Code of Federal
Regulations, the construction of the public parking structures were financed through
lease revenue bonds issued by the City's Parking Authority during the 1960s. The
financing structure for these bonds was based upon a lease agreement between the
Parking Authority (as owner) and the City (as lessee) and a pledge of the City's lease
revenues to pay the debt service on the bonds. The lease also contemplated that upon
payment of the bonds, the lease would terminate and the structures would revert to City
ownership. Parking meter revenues and downtown property assessments were also
used to pay debt service on these bonds.
Following a period of declining economic activity in the downtown in the 1970s and
1980s, downtown property owners supported the creation of a new assessment district
to support public improvements and parking enhancements in the area. The Third
Street Mall and Downtown Assessment District Ordinance 1377 (July 8, 1986) and
Resolution 7255 (July 15, 1986), was established in 1986 and provided assessment
funding for public improvements that created the Third Street Promenade and an
expansion of Parking Structure 5. The establishment of the Assessment District
included a parking in-lieu fee program whereby new development could forgo building
some or all its required parking by paying annual fees to a central fund maintained by
the City to support continued parking development in the district. Currently, 44
properties pay fees annually into the parking development fund, with fees of up to
$39,000 per year per property. Parking in-lieu fees are currently being used to pay for a
portion of the reconstruction of Parking Structure 6, which is currently underway.
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The 1986 expansion of the parking structures was financed by Parking Authority lease
revenue bonds backed by both City lease revenues and property assessments. The
lease revenue was based upon a lease agreement between the City of Santa Monica
and the Santa Monica Parking Authority. When the lease revenue bonds were
refinanced in 1992 and subsequently in 2002, the City and Parking Authority entered
into a new Lease Agreement which includes a provision (Section 8) whereby the
Parking Authority transfers title to the leased parking structures to the City once the
lease revenue bonds have been paid off. As part of the 2002 refinancing, the parking
structures are also governed by an Agreement with BNY Western Trust Company as
bond trustee that all rental payments from the City to the Parking Authority for Parking
Structures 1, 2, and 3 are to be made available to the trustee to make debt service
payments.
Parking Structure 6 is currently being reconstructed by the City of Santa Monica. The
reconstruction is being funded by a combination of City funds and in-lieu fees paid by
district property owners. As is the case with the other parking structures, none of the
funding for the reconstruction is coming from the Redevelopment Agency (RDA). In
2011, the City issued Lease Revenue Bonds which restrict the use of this parking
structure to public parking. The reconstruction of the parking structure is also governed
by Coastal Development Permit 5-11-140 and Conditional Use Permit 11-002.
The former RDA did not become involved with the six structures until 2002, in order to
further the seismic safety goals of the Earthquake Recovery Redevelopment Project
Area, which was adopted in 1994. As the structures were constructed in the 1960s,
addressing their seismic deficiencies became a top priority, particularly given that
thousands of downtown employees and visitors use the parking structures each day.
As a result, the RDA purchased the parking structures from the Santa Monica Parking
Authority in 2002, subject to the existing lease financing arrangements with the City,
with the intention of completing seismic reconstruction or retrofitting of the garages, as
well as the creation of additional interim parking supply that could allow parking
structures to closed for retrofitting or reconstruction. Before the RDA was dissolved, it
had funded seismic retrofitting of Parking Structures 2, 4, and 5. In addition, RDA funds
that were obligated for the purchase of the parking garages were used to back the
bonds that built the Civic Center Parking Structure. The Civic Center Parking Structure
continues to serve as replacement parking while other parking structures are retrofitted
or reconstructed. (As the Oversight Board knows, the DOF has denied the continued
payment of the RDA note that purchased the parking structures. As a result, the City’s
general fund now must make payment on the Civic Center Parking Structure bonds.)
During its implementation of AB1x 26 and AB 1484, the DOF determined that the
purchase and sale documents for the RDA's purchase of the parking structures are not
enforceable obligations. Consequently, the DOF has disallowed any continuing
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payments to the Parking Authority for the former RDA's purchase of these structures
and the RDA's purchase of the parking structures has been effectively nullified.
However, even if the RDA's purchase had not been nullified, the RDA’s interest in the
parking structures, as successor to the Parking Authority’s interest, would have
terminated nonetheless in 2016 pursuant to the 2002 lease revenue bonds and
financing documents. This point was recently acknowledged by the DOF in its review of
Parking Structures 7 and 8.
The Santa Barbara Successor Agency recently completed a similar review process with
the DOF (see “A Big Whew” article). In September 2012, the Santa Barbara Oversight
Board adopted a resolution declaring ten public parking structures and lots, several
properties near the Santa Barbara railroad depot, a public park, a water treatment
facility, and properties where a children’s park was planned. On November 16, 2012,
the DOF sent a letter objecting to the oversight board action with respect to the public
parking lots, the railroad depot properties, and the planned children’s park. Santa
Barbara requested and was granted an opportunity to meet and confer with the DOF.
As a result of the meet and confer, on January 22, 2013, the DOF issued a revised
determination, finding that the public parking lots and structures should be maintained
as governmental purpose and are eligible for transfer to the City of Santa Barbara. The
DOF letter states that they made the determination because of Santa Barbara’s parking
and business improvement area assessment, which mirrors the situation for the
downtown parking structures.
A key element in considering the designation of the public parking structures as
government-purpose assets, and what aligns directly with the DOF’s determination
regarding Santa Barbara’s parking structures, is that the former RDA did not pay for the
land upon which the parking structures sit or for the construction of the parking
structures. In fact, because Santa Barbara used tax increment in combination with
assessments to funds the structures, Santa Monica’s facts in this regard are superior.
Special Agreements: In addition to the overall financing of the Downtown parking
structures, there are several discrete agreements that relate to all or specific parking
structures.
Parking Structures 1, 2, 3, 4, 5 and 6 are governed by an Off-Site Parking Easement
and Permit Agreement with the owners of Santa Monica Place that provides for access
to additional parking in the structures in the event that the primary and ancillary parking
for Santa Monica Place is full.
Parking Structure 2 is governed by a Parking Lease Agreement from 1968 that allows
the office building at 100 Wilshire to lease up to 155 parking spaces, with options that
extend the lease through 2041.
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Parking Structure 4 is governed by the Teleklew Productions Agreement from 1979
whereby the owners of the office building at 1299 Ocean Avenue paid to construct 304
additional spaces on the parking structure in exchange for the right to lease 204 spaces.
The agreement extends through 2031.
Maintenance of the parking structures is provided pursuant to a Services Agreement
with Downtown Santa Monica, Inc. (DTSM). DTSM is a private, non-profit corporation
that is funded by property-based assessments. Parking structure maintenance services
provided by DTSM include sweeping, scrubbing, cleaning of restrooms and stairwells,
and removal of graffiti and trash.
Governing Restrictions: In addition to the parking structure financing agreements and
special agreements, the parking structures are governed by regulatory restrictions, as
discussed below.
The area bounded by Wilshire, Fourth Court, Broadway and Second Court is governed
by the Bayside District Specific Plan. Any proposed development within the area must
comply with the Specific Plan. The six sites upon which the parking structures sit are
specially called out for city parking structures in the Specific Plan.
The Zoning Ordinance (See page 22) includes a provision that any demolition of parking
spaces within public parking structures within the district must be replaced within the
district.
All six structures are located with the Coastal Zone. The California Coastal Commission
has asserted its jurisdiction to approve all parking rate adjustments within the zone.
The City of Santa Monica seeks Coastal Commission approval before changing parking
rates for the six parking structures.
Santa Monica Place Parking Structures
On April 1, 2013, the Department of Finance provided written notice that the transfer of
Parking Structures 7 and 8 (adjacent to Santa Monica Place) to the City is authorized
because the lease agreement between the City and the RDA associated with lease
revenue bonds financed provided for transfer of the parking structures to the City once
the bonds were fully paid off (which occurred in 2008.)
Ocean Park Project Area Parks and Public Right of Way Improvements
Properties: 2701 Barnard Way, 3275 Barnard Way, 3285 Barnard Way, 3358 Barnard
Way, 2918 Barnard Way, 110 Pier Avenue
Governing Agreements: Coastal Development Permit A-318-76 (March 2, 1977) and
Agreement with Lincoln Property Company (December 17, 1975).
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Governing Restrictions: Coastal Development Permit A-318-76 and Ocean Park Zoning
Districting Map.
Overview of Parks and Public Right of Way Improvements: As part of the development
of the Ocean Park Redevelopment Project Area, a primarily residential development
which occurred within the oceanfront area of the Ocean Park neighborhood during the
1970s and 1980s, the RDA dedicated land for and constructed public parks, streets,
landscaped parkways, sidewalks and bike paths. The parks and public improvements
were required as part of the Coastal Development Permit approved by the California
Coastal Commission and executed by the Commission and the RDA. Since they were
built, the parks and public improvements have been maintained by the City of Santa
Monica, though title to the properties was in the name of the RDA until 2011. The City’s
Zoning Districting Map, Coastal Development Plan, and right-of-way maps reflect the
use of the properties as parks and public improvements. The parks and public
improvements cannot be used for any other purpose and no government agency other
than the City would be likely to assume the operating costs and liabilities associated
with the parks and public improvements.
Civic Center Parks and Public Right of Way Improvements
Properties: 1700 Main Street, 1673 Ocean Avenue, 1665 Ocean Avenue, 1677 Ocean
Avenue, 1683 Ocean Avenue
Governing Agreements: Disposition and Development Agreement with Related
California (2008), Development Agreement with Related California (2008), Loan
Agreement with Wells Fargo Bank (2011), Tax Allocation Bond Offering Official
Statement (2011) and Construction Contract with O’Neil Construction.
Governing Restrictions: Civic Center Specific Plan, Coastal Development Permit
5-11-145 for Palisades Garden Walk, Coastal Development Permit 5-08-159 for Civic
Center Village, Resolution 10651 First Court Alley Dedication Public Right of Way, and
Resolution 10622 Extension of Olympic Drive Dedication Public Right of Way.
Overview of Parks and Public Right of Way Improvements: In 2000, the RDA purchased
11.3 acres of property formerly owned by the RAND Corporation. In 2005, the City
adopted an update to the Civic Center Specific Plan which designated the former RAND
holdings for mixed-use residential development, a public park, and a new public road
and associated public improvements. The new road is currently under construction by
Related California pursuant to its Disposition and Development Agreement,
Development Agreement, and Coastal Development Permit 5-08-159, with completion
expected in late 2013 or early 2014. Upon completion, the roadway must be dedicated
for public use. The public park and adjacent alleyway are currently under construction
by the City of Santa Monica pursuant to Coastal Development Permit 5-11-145. The
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parks and public improvements cannot be used for any other purpose and no
government agency other than the City would be likely to assume the operating costs
and liabilities associated with the park and public improvements.
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