Oversight Board Meeting: January 9, 2013 Santa Monica, California

RESOLUTION NO. 09 (SAS) Oversight Board

A RESOLUTION OF THE- SANTA  MONICA
REDEVELOPMENT SUCCESSOR AGENCY OVERSIGHT
BOARD APPROVING THE DUE DILIGENCE REVIEW
(‘DDR”) OF THE NON-HOUSING FUNDS AND ASSETS
AVAILABLE FOR TRANSFER TO THE TAXING ENTITIES
CONDUCTED AND AUTHORIZING THE RETENTION OF
ASSETS IDENTIFIED IN THE DDR REPORT PURSUANT
TO HEALTH AND SAFETY CODE SECTION 34179.6

WHEREAS, pursuant to Health and Safety Code Section 34175(b) and the
California Supreme Court's decision in California Redevelopmenf Association, et al. v.
Ana Matosantos, et al. (53 Cal.4th 231(2011)), on February 1, 2012, all assets,
properties, contracts, leases, books and records, buildings, and equipment of the former
Redevelopment Agency of the City of Santa Monica, other than “housing assets” as
defined by Health and Safety Code section 34176(a}(1), transferred by operation of law
to the control of the Successor Agency to the Redevelopment Agency of the City of
Santa Monica (the “Successor Agency”); and

WHEREAS, pursuant to Health and Safety Code Section 34176, on January 10,
2012 the City Council of the City of Santa Monica adopted Resolution No. 10648 (CCS)
electing to retain the housing functions and assets of the former Redevelopment
Agency,; and |

WHEREAS, pursuant to Health and Safety Code Sections 34176 and 34177(g),
all of the rights, powers, duties, obligations and assets associated with the housing

1of5




functions of the former Redevelopment Agency transferred to the City of Santa Monica
on February 1, 2012, and

WHEREAS, Health and Safety Code Section 34179.5 requires the Successor
Agency to employ a licensed accountant, approved by the County Auditor-Controller, to
conduct a Due Diligence Review (‘DDR”) to determine the fund balances held by the
Successor Agency that are available for distribution to the taxing entities; and

WHEREAS, the Successor Agency with the approval of the County Auditor-
Controller contracted with Macias, Gini & O'Connell, LLP ("MGQ") to conduct the DDR;

and

WHEREAS, Health and Safety Code Section 34179.6 requires the Successor
Agency to submit to the Successor Agency’s Oversight Board for review and approval
the results of the DDR for the Non-Housing Funds and Assets ("Non-Housing Funds
and Assets”) held by the Successor Agency and specifically the fund balance
determined to be available for distribution to the taxing entities; and

WHEREAS, pursuant to Health and Safety Code Sections 34179.6 and 34180(j),
on December 27, 2012, the Successor Agency submitted to the Oversight Board, the
County Administrative Officer, the County Auditor-Controller, the State Controller and
the Department of Finance ("DOF”) the results of the DDR of the Non-Housing Funds
and Assets attached as Exhibit 1 (*DDR Report®); and

WHEREAS, pursuant to Health and Safety Code Section 34179.6(b), upon
receipt of the DDR Report, and at least five business days before the Oversight Board
considers the approval of the DDR Report, the Oversight Board must hold a public
comment session (“Public Comment Session”) at which time the public has an

opportunity to hear and be heard on the results of the DDR; and

WHEREAS, the Oversight Board must consider the opinions, if any, offered by
the County Auditor-Controller on the results of the DDR; and
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WHEREAS, on January 2, 2013, the Oversight Board held the Public Comment
Session and has considered the opinions, if any, offered by the County Auditor-
Controller on the results of the DDR; and '

WHEREAS, pursuant to Health and Safety Code Section 34179.6(c), the
Oversight Board must review, approve and transmit to DOF and the County Auditor-
Controller by January 15, 2013 the determination of the amount of cash and cash
equivalents in the Non-Housing Funds and Assets that are available for disbursement to
taxing entities as determined according to the method provided in Section 34179.5; and

WHEREAS, pursuant to Health and Safety Code Section 34179.6(0),' the
Oversight Board is empowered to authorize the Successor Agency to retain assets or
funds identified in subparagraphs (B) to (E), inclusive, of paragraph (5) of subdivision (c)
of Section 34179.5; and

WHEREAS, if the Oversight Board makes such authorization, the Oversight
Board must identify the amount of funds authorized for retention, the source of those
funds, and the purposes for which those funds are being retained.

NOW, THEREFORE, THE OVERSIGHT BOARD DOES RESOLVE AS
FOLLOWS:

SECTION 1. The Oversight Board hereby finds and determines that the

foregoing recitals are true and correct.

SECTION 2. The Oversight Board has received and heard all oral and written
objections to the results of the DDR and the determination of the amount of cash and
cash equivalents in the LMIHF available for disbursement fo taxing entities and all such

oral and written objections are hereby overruled.

SECTION 3. The Oversight Board hereby approves the DDR Report, attached
hereto as Exhibit 1 and incorporated herein by this reference.
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SECTION 4. The Oversight Board hereby determines that, based on the
information contained in the DDR Report, the amount of the cash and cash equivalents
in the Non-Housing Funds and Assets that are available for distribution to the taxing

entities is zero.

SECTION 5. The Oversight Board hereby determines that the Wells Fargo Tax
Exempt Proceeds, identified as ltem 1 of Exhibit A of the DDR Report are legally
restricted as to purpose and cannot be provided to taxing entities, in accordance with
Section 2.1 of the Credit Agreement dated March 11, 2011 by and between Wells Fargo
Bank, Nafional Association, and the Redevelopment Agency of the City of Santa
Monica.

SECTION 6. Tﬁe Oversight Board hereby determines that the real property
assets identified as Items 22 through 31 of Exhibit A of the DDR Report are not cash or
cash equivalents and were either transferred to the City of Santa Monica prior to
January 1, 2011 or, if transferred to the City of Santa Monica after January 1, 2011,
were contracted or encumbered to a third party, as more specifically identified in the
comments associated with each line item on Exhibit A of the DDR Report.

SECTION 7. The Oversight Board hereby determines that the Successor Agency
is authorized to retain the assets identified in Exhibit F of the DDR Report in order to
satisfy the enforceable obligations listed on Exhibit | of the DDR Report.

SECTION 8. The staff of the Successor Agency is hereby directed to transmit
this Resolution to the Department of Finance and County Auditor-Controller.

SECTION 9. The Oversight Board authorizes the Successor Agency's Chief
Administrative Officer or his designee to take such actions and execute such documents
as are necessary or appropriate to effectuate the intent of this Resolution on behaif of
the Oversight Board and any such actions previously taken are hereby ratified.
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SECTION 10. The Secretary of the Oversight Board shall certify the adoption of
this Resolution and thenceforth and thereafter the same shall be in full force and effect.

APPROVED BY A MAJORITY OF THE TOTAL MEMBERSHIP OF THE OVERSIGHT
BOARD:

Py

CHAIR oﬂTHE O%RSIGHT BOARD
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Adopted and approved this 9" day of January, 2013.

@ ] [/\_,

Paul $jlvert, Chair
Successor Agency Oversight Board

I, Denise Anderson-Warren, Secretary to the Successor Agency Oversight
Board, do hereby certify that the foregoing Resolution No._09 (SAS—Oversi%‘ht Board)
was duly adopted at a meeting of the Oversight Board meeting held on the 9™ day of
February, 2013, by the following vote:

AYES: Board Members Maez, Luboff, Lawson, Chair Silvern

NOES: Board Members Kanschat, Dijkstra, Vice Chair Moran

ABSENT None.

ATTEST:

Renige Bndewsw-J Mo,

Denise Anderson-Warren, Secretary
Successor Agency Oversight Board
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LA/Century City
2029 Century Park East, Suite 500

Certified Public Accountants. o277 373
Sacramento

Walnut Creek

City of Santa Monica Redevelopment Successor Agency Oaklard

Santa Monica, California
- Newport Beach
Independent Aeccountant’s Report on San Diego
Applying Agreed-Upon Procedures
Seattle
We have performed the procedures enumerated in Attachment A, which were agreed to by the City of
Santa Monica Redevelopment Successor Agency (Successor Agency), California State Controller’s
Office and California Depariment of Finance (collectively referred to as Specified Parties) solely to assist
you in determining the balances available for transfer to taxing entities from assets transferred to the
Successor Agency, excluding assets transferred from the Low and Moderate Income Housing Fund of the
former redevelopment agency, as prescribed in Sections 34179.5 and 34179.6 of the California Health
and Safety Code {Code). Management of the Successor Agency is 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 sclely the responsibility of the Specified Parties. Consequently, we make no representation
regarding the sufficiency of the procedures described in Attachment A, either for the purpose for which
this report has been requested, or for any other purpose.

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

We were 1ot engaged to and did not conduct an audit, the objective of which would be the expression of
an opinion on the assets transferred from the former redevelopment agency to the Successor Agency,
excluding its Low and Moderate Income Housing Fund, and the balances available for transfer to the
taxing entities. 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 Department of Finance and is not intended to be, and shouid not
be, used by anyone other than these specified parties.

Los Angeles, California
December 27, 2012

www.mgaocpa.com
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SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Attachment A -~ Agreed-Upon Procedures and Findings

Our procedures and findings are as follows:

1)

2)

Procedure:

Obtain from the Successor Agency a listing of all assets that were transferred from the former
redevelopment agency {Agency) to the Successor Agency on or about February 1, 2012,
excluding the assets that were transferred from the Low and Moderate Income Housing Fund.
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 inquired of the Financial Reporting Supervisor of the City of Santa Monica’s (City)
Finance Depariment and noted that the former redevelopment agency transferred assets in the
amount of $45,618,941, excluding its Low and Moderate Tncome Housing Fund, to the Successor
Agency on February 1, 2012. We agreed the amount of transfers to the Successor Agency’s
accounting records.

Procedures:

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

34167.5 and 34178.8 and issued its report regarding such review, attach a copy of that report as

an exhibit to the AUP report. If this has not yet occwrred, perform the following procedures:

A. Obtain a listing prepared by the Successor Agency of transfers of asses from the former
redevelopment agency (excluding payments for goods and services), excluding the Low and
Moderate Income Housing Fund, 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.

B. Obtain a listing prepared by the Successor Agency of transfets of assets (excluding payments
for goods and services) from the Successor Agency, excluding transfers from the Low and
Moderate Income IHousing Fund held by 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.

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 noted that the State Controller’s Office has not completed its review of transfers as
of the date of this report. As such, we performed procedures 2ZA through 2C.



3)

SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Attachment A — Agreed-Upon Procedures and Findings (Continued)

We inquired of the Financial Reporting Supervisor of the City’s Finance Department and noted
that there were asset transfers (excluding payments for goods and services) from all funds of the
former redevelopment agency, excluding its Low and Moderate Income Housing Fund, to the
City for the period January 1, 2011 through January 31, 2012. No exceptions were noted as a
result of this procedure. Please refer to Exhibit A. '

We noted that there were no asset transfers (excluding paymeunts for goods and services) from the
assets held by the Successor Agency, excluding its Low and Moderate Income Housing assets, to
the City for the period February 1, 2012 through June 30, 2012. No exceptions were noted as a
result of this procedure. Please refer to Exhibit B.

The transfers between the former redevelopment agency and the City for the period January 1,
2011 through January 31, 2012 under the Master Cooperation Agreement dated September 1,
2010 and various Cooperation Agreements dated Januvary 9, 2003, June 30, 2003, May 28, 2009,
and July 1, 2010, as summarized in Exhibit A, are subject to review and approval by the State
Controller’s Office (SCO). The SCO will make the final determination as to the enforceability of
the obligations under the Cooperation Agreement,

Procedures:

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

A. Obtain a listing prepared by the Successor Agency of transfers of assets (excluding paymenis
for goods and services} from the former redevelopment agency, excluding the Low and
Moderate Income Housing Fund, to any other public agency or to private patties for the
period from Janwvary 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 cne of the Agency’s enforceable obligations or other legal requirements.
Provide this listing as an attachment to the AUP report.

B. Obtain a listing prepared by the Successor Agency of transfers of assets (exchuding paymenis
for goods and services) from the Successor Agency, excluding transfers from the Low and
Moderate Income Housing Fund held by the Successor Agency, to any other public agency or
private parties for the period from February 1, 2012 through June 30, 2012, For each
fransfer, 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 attachiment to the AUP repott,

C. For each fransfer, 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 noted that State Controller’s Office has not completed its review of transfers as of
the date of this report. As such, we performed procedures 3A through 3C.

We inquired of the Financial Reporting Supervisor of the City’s Finance Department and noted
that there were asset transfers from the former redevelopment agency, excluding the Low and
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SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Attachment A — Agreed-Upon Procedures and Findings (Continued)

Moderate Income Housing Fund, (excluding payments for goods and services) to any other public
agency ot to private parties for the period from January 1, 2011 through June 30, 2012. No
exceptions were noted as a result of these procedures. Please refer to Exhibits C and D.

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 (Exhibit E) for the fiscal periods indicated in the schedule. For purposes of this
sumimary, 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. Compare amounis in the schedule relevant to the fiscal year ended June 30, 2010 to the state
controller’s report filed for the Redevelopment Agency for that period.

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

Findings: We obtained from the Successor Agency a summary of the financial transactions of the
former redevelopment agency and the Successor Agency for the fiscal perieds as presented on
Exhibit E. Account balances were traced to the accounting records of the former redevelopment
agency and Successor Agency.

We ascertained that for the periods presented as of June 30, 2010 and 2011 and January 31, 2012,
the total of revenues, expenditures, and transfers accounts fully for the changes in equity from the
previous fiscal period. For the period ended June 30, 2012, please refer to Exhibit B for a

-teconciliation of the change in equity from the previous fiscal period. No exceptions were noted

as a result of this procedure.

We compared amounts for the fiscal year ended June 30, 2010 to the State Controller’s Report
filed for the former redevelopment agency for that period and noted rectassification differences of
$456,824, $3,041 and $4,653,297 in Contract Retainage Payable, Accrued Liabilities, and Due to
Other Agencies, respectively and ($5,113,162) in Other Liabilities, resulting in a net difference in
total liabilities of $0.

We also noted differences of $150,680,495 in Capital Assets as this amount was inadvettently
omitted on the State Controller’s report, and ($3,368,615) in Long Term Debt as bonds are
reported at par on the State Coniroller’s Report and do not include discounts, premiums or
deferred losses on refunding,

Procedure:

Obtain from the Successor Agency a listing of all assets of all funds of the Successor Agency as
of June 30, 2012, excluding assets of its Low and Moderaie Income Housing Fund. 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 AUP repott.
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SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Attachment A — Agreed-Upon Procedures and Findings (Continued)

Finding: We inquired of the Financial Reporting Supervisor of the City’s Finance Department
and noted assets in the aggregate amount of $35,629,644 were held by the Successor Agency at
June 30, 2012 (excluding the previously reported assets of the Low and Moderate Income
Housing Fund). We traced the assets balances fo the accounting records of the Successor Agency.
No exception noted as a result of this procedure performed. Please refer to Exhibit F for the
results of the procedures performed.

Procedures;

Obtain from the Successor Agency a listing of asset balances of all other funds of the Successor
Agency, excluding the previously reported Low and Moderate Tncome Housing Fund, held on
June 30, 20172 that are restricted for the following purposes:

A, Unspent bond proceeds:

i.

ii.

ifi.

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,
ete)) ‘

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.

jii.

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 absence of language
restricting the use of the balances that were identified by the Successor Agency as
restricted.

C. Other assets considered to be iegally restricted:

i.

ii.

i,

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

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

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

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

report. For each restriction identified on these schedules, indicate in the report the period of
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SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Attachment A — Agreed-Upon Procedures and Findings (Continued)

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.

Findings: We noted unspent bond proceeds and bond reserves requirement in the aggregate
amount of $10,424,107 that are legally restricted per bond official statements. No exceptions
were noted as a result of this procedure,

We also noted restriction on the Wells Fargo loan proceeds, which is to be used solely for
repaying redevelopment costs. The amount of loan proceeds was not listed on Exhibit G as these
finds were not held by the Successor Agency at June 30, 2012, Please refer to Exhibit G for the
results of the procedures performed.

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) ot market value as
recently estimated by the Successor Agency.

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

C. For any differences noted in 7(B), inspect evidence of disposal of the asset and ascertain that
the proceeds were deposited into the Successor Agency trust fund. If the differences are due
to additions (this generally is not expected to occur), inspect the supporting documentation
and note the circumstances.

D. 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.

Findings: Please refer to Exhibit H for a listing of assets held by the Successor Agency,
excluding the Low and Moderate Income Housing Fund that are not liguid or otherwise available
for distribution as of June 30, 2012. No exceptions were noted as a resuli of these proceduies.

Procedures:

A, Tfthe 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 specifies the dedication of
existing asset balances toward payment of that obligation.

i.  Compare all information on the schedule fo the legal documents that form the basis for
the dedication or restriction of the resource balance in question.

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



SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Atiachment A — Agreed-Upon Procedures and Findings (Continued)

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

iv.  Attach as an exhibit {o the report the listing obtained from the Successor Agency. Tdentify
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,

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

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

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

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

iii,  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 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 demonsirating this insufficiency and apply the
following procedures to the information reflected in that schedule.

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

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

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

i Combine the amount of identified current dedicated or restricied balances and the amount
of forecasted annual revenues to arrive at the amount of total resources available to fund
enforceable obligations. :
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SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Attachment A — Agreed-Upon Procedures and Findings (Continued)

il.  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.

iif.  Include the calculation in the AUP report.

Findings: We noted the Successor Agency did not believe that asset balances, excluding the Low
and Moderate Income Housing Fund assets held by the Snccessor Agency perfaining to these
procedures are dedicated or restricted for the funding of enforceable obligations.

The Successor Agency does not believe that future revenues together with balances dedicated or
restricted to an enforceable obligation are insufficient to fund future obligation payments, In
addition, the Successor Agency does not believe that projected property tax revenues and other
general purpose revenues to be received by the Successor Agency are insufficient to pay bond
debt service payments.

Procedure:

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 (ROPS 2) and a copy of the final ROPS for the period January
1, 2013 through June 30, 2013 (ROPS 3). 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: The Successor Agency believes that cash balances as of June 30, 2012, in the amount of
$23,591,250 need to be retained to satisfy certain obligations for the period of July 1, 2012
through December 31, 2012. Please refer to Exhibit I for the resul{s of these procedures,

Procedure:

Include (or present) a schedule detailing the computation of the Balance Available for Allceation
to Affected Taxing Entities from Successor Agency assets, excluding Low and Moderate Income
Housing Fund assets. Amounts included in the calculation should agree to the tesults 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
o evidence of payment.

Finding: We noted that the County Auditor-Controller required a Residual RPTTF Amount Due
of $12,645,548 (vesidual payment) which the Successor Agency paid on July 12, 2012, However,
this payment is not deducted for the purposes of this procedure as the funds were initially
transferred from the former RDA to the City in March 2011 (refer to Exhibit A, item 3) and
subsequently transferred back to the Successor Agency in July 2012 (after June 30, 2012) in order
to make the required payment to the County Auditor-Controller. Please refer to Exhibit T for the
results of this procedure. No exceptions were noted as a result of the procedure.



1)

SANTA MONICA REDEVELOPMENT SUCCESSOR AGENCY
Atiachment A — Agreed-Upon Procedures and Findings (Continued)

Obiain 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 tepresentations should be an acknowledgment that
management is not aware ot 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 aftestation standards.

Finding: We obtained a represenfation letter from the Successor Agency management.
Management acknowledged that they are not aware of any additional transfers that have not been
properly identified in Exhibits A through D, as defined by Section 34179.5 of the Health and
Safety Code, fiom the former redevelopment agency or the Successor Agency to other parties for
the period January 1, 2011 through June 30, 2012. No exceptions were noted as a result of this
procedure.
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SANTA MONICA REDEVELOPMENT SUCCESSORt AGENCY
EXHIBIT E - CONDENSED SUMMARY OF FINANCIAL DATA

State Controiler's Report

Redevelopment Redevelopment Redevelopment
Agency Agency Agency Suceesser Agency 5
12 Moaths Ending Audited vs, Stafe 12 Months Ending 7 Wonths Ending Menths Kading
June 30, 201¢ Juae 30, 20£0 Caotroller's Repart June 30, 201 ¢ Japusry 31,2012 Juee 30, 2012
Assels:
Cash and investments $ 87,850,856 S £7,850,856 § - 3 - 5 26,487,739 s 23,591,250
Cash and investmenis with fiscal agenls 6,983,661 6,983,601 - 46,172,023 39,520,000 16,424,107
Interest receivable 378,053 378,053 - 115,445 - -
Properly tax receivable 2,452,396 2,452,396 - 3,592,967 - -
Notes Receivable 39,211,151 39,211,151 - 47,253,290 48,575,867 -
Prepayment against Master Cooperation Agreenzer - - - 105,044,802 - -
Prepaid Itemis - - - 12,974 - -
Dus from other funds - - - 117,488 - -
Other receivabies - - - 3,010 7.926 -
Total Assets $ 136,876,057 § 136,876,057 § - § 202,323,99% $ 114,598,532 $ 34,015,357
Liahilities:
Accounis payable and accrued expenses g 3,043,340 3 3,043,340 % - $ 1,060,383 $ - § 9,395
Contracts refainage payable 456,824 - 456,824 180,838 -
Acerved ligbilities 3,041 - 3,041 - - -
Dug to other agenicies 4,653,297 - 4,053,297 12,182,807 25,975,861 24,191,517
Due to other funds - - - 117,488 - -
Other liabiilies - 5,143,162 (5,113,162) - - . -
‘Total Liabitities $ 8,156,502 § 8,156,502 § - % 13,541,52¢ 3 25,975,861 $ 24,201,112
Equity 128,719,555 128,719,555 - 188,782,473 88,615,671 9,814,245
‘Total Linbilities + Equity $ 136,876,057 % 136,876,057 $ - 8 202,323 999 3 114,591,532 $ 34,015,357
Total Revenues: 3 75684019 % 75,684,019 & - § 77,115,281 § 20,751,221 § 25,458,751
Tatal Expenditures/Expenses: 78,220,568 78,220,508 - 189,772,114 168,801,974 500,966
‘Total Tvansfers In (Ouf) - - - - 11,753,255 -
Otker Financing Sowces/Uses 10,731,877 10,731,877 - 172,719,751 36,130,696 {34,786,660)
Extvaordinary Gain . - - - - - 12,643,080
Net change in equity $ 8,195328 % 8,195,328 § - s 60,062,918 s {300,166,802) % 9,814,243
Beginning Equity: . $ 120,524,227 § 120,524,227 - 128,719,555 i88,782473 -
Ending Equity: - $ 128,719,555 S 128,719,555 % - $ 133,782473 $ 88,615,671 b} 5,814,245

TeecnnciBation of former redeveloprent agency ending equity as of Japaary 33, 2012 1o the Successor Apeiey's extraerdinary gain as of June 30, 2911:

Redevelopment Agency Ending equity
Transfer to Housing Successor
Extraordinary gain on ROA dissolulion

$ $3,615,671
(68,972,591)
(19,643,080

Suceessor Agency beginning equily

s -

Other Information (show year end hatances for all three years presenied):

Capital assets 5 150,630,455 % - % 150,680,495 3 -
Long tevm debt s 122,964,248 8§ 126,332,863 % {3.368,6i5) % 329,610,425

b3 -
3 249,281,231
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