* DEPARTMENT OF EpMunD . BROWN JR. = BOVERNDR
Q""‘""ﬂﬂ"‘" F I N A N 915 L STREET H BACRAMENTO CA B 95B14-370&8 B WWW.DDOF.CA.GOV

October 15, 2012

Mr. David Wilson, Finance Officer
City of West Hollywood

8300 Santa Monica Boulevard
West Hollywood, CA 90069

Dear Mr. Wilson:
Subject: Recognized Obligation Payment Schedule

Pursuant to Health and Safety Code (HSC) section 34177 (m), the City of West Hollywood
successor agency (Agency) submitted a Recognized Obligation Payment Schedule (ROPS Iil)
to the California Department of Finance (Finance) on August 31, 2012 for the period of January
.through June 2013. Finance has completed its review of your ROPS lll, which may have
included obtaining clarification for various items.

HSC section 34171 (d) defines enforceable obligations. Based on a sample of line items
reviewed and application of the law, the following do not qualify as enforceable obligations:

e Item Nos. 5b and 6¢c — Housing Successor Employee Obligations totaling 180,085.
HSC section 34176 (a) (1) states if a city, county, or city and county elects to retain the
authority to perform housing functions previously performed by a redevelopment agency,
all rights, powers, duties, obligations and housing assets shall be transferred to the city,
county, or city and county. The administrative costs associated with the housing
functions are the responsibility of the housing successor. Therefore, this item is not an
enforceable obligation and not eligible for Low and Moderate Income Housing Funds.

¢ _ ltem Nos. 6b and 7 — Bond funded projects totaling $5.3 million. It is our understanding
ho contracts are in place for these line items. HSC section 34163 (b) prohibits a
redevelopment agency from entering into a contract with any entity after June 27, 2011.
Therefore, these line items are not enforceable obligations and not eligible for funding at
this time. To the extent bond proceeds are the anticipated funding source for these
projects, upon receiving a Finding of Completion from Finance, these items may become
enforceable pursuant to HSC section 34191.4 (c). Until then, they are not enforceable
obligations and not authorized for payment.

o item Nos. 8a and 8b — Plummer Park Master Plan totaling $25.5 million. It is our
understanding this is an agreement between the City and a third-party and the Agency is
not a party to the agreement. Therefore this item is not an enforceable obligation and
not eligible for bond funding.
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Except for items denied in whole or in part as enforceable obligations as noted above, Finance
is approving the remaining items listed in your ROPS lll. If you disagree with the determination
with respect to any items on your ROPS lll, you may request a Meet and Confer within five
business days of the date of this letter. The Meet and Confer process and guidelines are
available at Finance’s website below:

f http:llwww.dof.ca.govlredevelopmentlmeet‘ and confer/

The Agency’s maximum approved Redevelopment Property Tax Trust Fund (RPTTF)
distribution for the reporting period is: $1,863,188 as summarized below:

Approved RPTTF Distribution Amount
‘ For the period of January through June 2013
Total RPTTF furiding requested for obligations $ 1,738,188

t

Less: SiX—mon_thf,total for item(s) denied or reclassified as administrative cost 0
Total approved RPTTF for enforceable obligations $ 1,738,188
Plus:; )'Mlpwablta.l RPTTF distribution for administrative cost for ROPS |l 125,000

Total RPTTF approved: $ 1,863,188

Pursuant to HSC section 34186 (a), successor agencies were required to report on the ROPS ll|
form the estimated obligations and actual payments associated with the January through

June 2012 period. ' The amount of RPTTF approved in the above table will be adjusted by the
county auditor-controller to account for differences between actual payments and past
estimated obligations. Additionally, these estimates and accounts are subject to audit by the
county auditor-controller and the State Controller.

Please refer to the. ROPS lil schedule that was used to calculate the approved RPTTF amount:

httg:llww.dof.ca_.g‘ oviredevelopment/ROPS/ROPS Il Forms by Successor Agency/.

All itens listed on a future ROPS are subject to a subsequent review. An item included on a
future ROPS may be denied even if it was not questioned from the preceding ROPS.

The amount available from the RPTTF is the same as the property tax increment that was
available prior to ehactment of ABx1 26 and AB 1484. This amount is not and never was an
unlimited funding source. Therefore, as a practical matter, the ability to fund the items on the
ROPS with property tax is limited to the amount of funding available to the successor agency in
the RPTTF.

Please direct inquiries to Kylie Le, Supervisor or Michael Barr, Lead Analyst at (916) 445-1546.

_Sinéerely,

/
o
STEVE SZALAY

Local Government Consultant

cc: Mr. John Leonard, Project Development Administrator, City of West Hollywood
Ms. Kristina Burns, Manager, Los Angeles County Department of Auditor-Controller
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December 18, 2012

Mr. David Wilson, Finance Officer
City of West Hollywood

8300 Santa Monica Boulevard
West Hollywood, CA 90069

Dear Mr. Wilson:
Subject: Recognized Obligation Payment Schedule

This letter supersedes Finance’s Recognized Obligation Payment Schedule (ROPS) letter dated
October 15, 2012. Pursuant to Health and Safety Code (HSC) section 34177 (m), the City of
West Hollywood Successor Agency (Agency) submitted a Recognized Obligation Payment
Schedule (ROPS llI) to the California Department of Finance (Finance) on August 31, 2012 for
the period of January 1 through June 30, 2013. Finance issued its determination related to
those enforceable obligations on October 15, 2012. Subsequently, the Agency requested a
Meet and Confer session on one or more of the items denied by Finance. The Meet and Confer
session was held on November 15, 2012.

Based on a review of additional information and documentation provided to Finance during the
Meet and Confer process, Finance has completed its review of the specific item being disputed.

* Item Nos. 5b and 6¢ — Housing Successor Employse Obligations totaling $180,085.
Finance continues to deny the items. Finance denied the items as HSC section 34176
(a) (1) states if a city, county, or city and county elects to retain the authority to perform
housing functions previously performed by a redevelopment agency, all rights, powers,
duties, obligations and housing assets shall be transferred to the city, county, or city and
county.  The administrative costs associated with the housing functions are the
responsibility of the housing successor. The Agency contends the items are enforceable
obligations because the former RDA entered into loan agreements to provide affordable
housing development and the RDA is responsible for monitoring the project to ensure
the project is developed and operated as affordable housing. However, obligations
associated with the former RDA’s previous statutory housing obligations are not
enforceable obligations of the successor agency. Upon the transfer of the former RDA’s
housing functions to the new housing entity, HSC section 34176 requires that “all rights,
powers, duties, obligations and housing assets...shall be transferred” to the new housing
entity. This transfer of “duties and obligations” necessarily includes the transfer of
statutory obligations; to the extent any continue to be applicable. To conclude that such
costs should be on-going enforceable obligations of the successor agency could require
a transfer of tax increment for life — directly contrary to the wind down directive in
ABx1-26/AB1484. Therefore, the items are not enforceable obligations. To the extent
the employee costs were to be paid with bond proceeds, we note that pursuant to HSC
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section 34191.4 (¢}, successor agencies that have been issued a Finding of Completion
by Finance will be allowed to use excess proceeds from bonds issued prior to
December 31, 2010 for the purposes for which the bonds were issued. Successor
Agencies are required to defease or repurchase on the open market for cancellation any
bonds that cannot be used for the purpose they were issued or if they were issued after
December 31, 2010. The bond proceeds requested for use were issued in March 2011.
Therefore, the items are not enforceable obligations.

e [tem Nos. 6b and 7 — Bond funded projects totaling $5.3 million. Finance continues to
deny the items. Finance denied the items as it is our understanding no contracts are in
place for these line items. HSC section 34163 (b) prohibits a redevelopment agency
from entering into a contract with any entity after June 27, 2011. The Agency contends
the items are enforceable obligations because the 2010 loan agreement between the
RDA and West Hollywood Community Housing Corporation represents an enforceable
obligation and the permanent loan was financed with 2011 Tax Allocation Housing
Bonds Series B. Additionally, on January 18, 2011, the City and RDA entered into a
Cooperation Agreement, whereby the former RDA agreed to fund certain projects and
the City agreed to plan, construct, and otherwise cooperate in implementing the
identified projects. We note that pursuant to HSC section 34191.4 (c), successor
agencies that have been issued a Finding of Completion by Finance will be allowed to
use excess proceeds from bonds issued prior to December 31, 2010 for the purposes for
which the bonds were issued. Successor Agencies are required to defease or
repurchase on the open market for cancellation any bonds that cannot be used for the
purpose they were issued or if they were issued after December 31, 2010. The bond
proceeds requested for use were issued in March 2011. Therefore, the items are not
enforceable obligations.

e Item Nos. 8a and 8b — Plummer Park Master Plan totaling $25.5 million. Finance
continues to deny the items. Finance denied the items as it is our understanding this is
an agreement between the City and a third-party and the Agency is not a party to the
agreement. Therefore this item is not an enforceable obligation and not eligible for
bond funding. The Agency contends the items are enforceable obligations because the
former RDA adopted Resolution No. CDC 09-045 on March 16, 2009 declaring its intent
to issue bonds for the Plummer Park project. We note that pursuant to HSC section
34191.4 (c), successor agencies that have been issued a Finding of Completion by
Finance will be allowed to use excess proceeds from bonds issued prior to
December 31, 2010 for the purposes for which the bonds were issued. Successor
Agencies are required to defease or repurchase on the open market for cancellation any
bonds that cannot be used for the purpose they were issued or if they were issued after
December 31, 2010. The bond proceeds requested for use were issued in March 2011.
Therefore, the items are not enforceable obligations.

The Agency’s maximum approved Redevelopment Property Tax Trust Fund (RPTTF)
distribution for the reporting period is: $1,863,188 as summarized below:
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Approved RPTTF Distribution Amount
For the period of January through June 2013

Total RPTTF funding requested for obligations $ 1,738,188
Less: Six-month total for item(s) denied or reclassified as administrative cost 0
Total approved RPTTF for enforceable obligations $ 1,738,188
Plus: Allowable RPTTF distribution for administrative cost for ROPS Il 125,000

Total RPTTF approved: $ 1,863,188

Pursuant to HSC section 34186 (a), successor agencies were required to report on the ROPS Ili
form the estimated obligations and actual payments associated with the January through June
2012 period. The amount of RPTTF approved in the above table will be adjusted by the county
auditor-controller to account for differences between actual payments and past estimated
obligations. Additionally, these estimates and accounts are subject to audit by the county
auditor-controller and the State Controller.

The amount available from the RPTTF is the same as the property tax increment that was
available prior to enactment of ABx1 26 and AB 1484. This amount is not and never was an
unlimited funding source. Therefore, as a practical matter, the ability to fund the items on the
ROPS with property tax is limited to the amount of funding available to the successor agency in
the RPTTF.

Except for items disallowed as noted above, Finance is not objecting to the remaining items
listed in your ROPS lll. Obligations deemed not to be enforceable shall be removed from your
ROPS. This is Finance’s final determination related to the enforceable obligations reported on
your ROPS for January 1 through June 30, 2013. Finance's determination is effective for this
time period only and should not be conclusively relied upon for future periods. All items listed
on a future ROPS are subject to a subseguent review and may be denied even if it was or was
not questioned on this ROPS or a preceding ROPS.

Please direct inquiries to Evelyn Suess, Dispute Resolution Supervisor, or Mary Halterman,
Analyst, at (916) 445-1546.

Sincerely,
/fir
STEVE SZALAY
Local Government Consultant
cc: Mr. John Leonard, Project Development Administrator, City of West Hollywood

Ms. Kristina Burns, Manager, Los Angeles County Department of Auditor-Controller
California State Controller's Office
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