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. October 5, 2012

Ms. Sarah T. Schienk, Agency Administrative Manager
Oakland Redevelopment Successor Agency

250 Frank Ogawa Plaza, #3315

Oazkland, CA 94619

Dear Ms. Schlenk:
Subject: Recognized Obligation Payment Schedule

Pursuant to Health and Safety Code (HSC) section 34177 (m), the Oakland Redevelopment
Successor Agency (Agency) submitted a Recognized Obligation Payment Schedule (ROPS 11l
to the California Department of Finance (Finance) on August 22, 2012 for the period of January
through June 2013. Finance has completed its review of your ROPS Iil, 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:

® [tem No. 76 — Scotiand Convention Center for $3.75 million. HSC section 34163 (¢)
prohibits an agency from amending or modifying agreements, obligations, or contracts
with any entity or any purpose after June 27, 2011. The construction contract was
amended on June 28, 2011, increasing the original amount of $4 million to $7.75 million.
Therefore, the amendment amount of $3.75 million is not an enforceable obligation. No
funding was requested for the reporting period.

= HSC section 34163 (b) prohibits an agency form entering into contracts with any entity for
any purpose prior to after June 27, 2011. Although no funding was requested for the .
reporting period, the following items did not have contracts executed prior. to June 28, 2011
and therefore are not enforceable obligations:

o ltem No. 208 ~ Graffiti Abatement/Job Training for $58,756

o ltem No. 252 — Coliseum Transit Village Infrastructure for $8.4 million from Prop
1C Grant.

o Iltem No. 301 ~ Economic Development Conveyance (EDC) Master Developer
(MD) Ena/PSA for $13.3 million. The Exclusive Negotiating Agreement shows
intent to develop infrastructure master planning and design; however, no
development agreement has been executed prior to June 28, 2011 to establish
item as an enforceable obligation. -

s HSC section 34177 (d) requires the Agency to remit unencumbered balances of the
former redevelopment agency funds to the county auditor-controller for distribution. to the
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taxing entiti'es. Agreements or repayment schedules were not provided and the
requirement to set aside funds into the Low and Moderate Income Housing Fund
(LMIHF) is no longer required; therefore, the following are not enforceable:

o Item No. 206 — Palm Villaé Housing Project for $821,766 funded by Reserve
Balance. ,

o ltem No. 207 - 9451 MacArthur Bivd/Evelyn Rose Project for $517,500 funded
by Reserve Balance.l

» [tem No. 338 — East Oakland Community Project for $3.7 million funded by LMIHF. This
is a payment guaranty between the RDA and Washington Mutual Bank for the East
Oakland Community Project. The payment guaranty amount listed on the ROPS for the
project is not supported with documents provided.

s ltem No. 370 Low and Moderate Income Housing Project and Other Staff/Operations,
successor agency in the amount of $9,558,079. HSC section 34176 (a) (1) requires the
housing entity to be responsible for the housing operations and administrative costs.
Therefore, this item is not an enforceable obligation and not eligible for RPTTF funding.

# ltem Nos. 38 through 53,.121 through 164, 168 through188, 190 through195, 214
through 240, 261through 297, and 324 through 334 — Fagade and Tenant Improvement
Program (Program) totaling $5.2 million. HSC section 34177 (h) states the successor
agencies are required to expeditiously wind down the affairs of the redevelopment
agency. The former redevelopment agency is a sponsor of the Program that provides
matching grants to grant recipients. The grant agreements require the grantées to
submit information, such as scope of work and budgets by specified deadlines in order
to receive grant funding. However, these deadlines have not been met, and grant funds
have not been awarded. Therefore, these items are not enforceable.

* Administrative cost claimed exceeds the allowance by $25,479. HSC section 34171 (b)
limits administrative expenses to three percent of property tax allocated to the successor
-agency or $250,000, whichever is greater. Three percent of the property tax aliocated is
$732,595. Therefore, $25,479 of the claimed $758,075 is not an enforceable obligation.

Except for items demed in whole or in part as enforceable obligations as noted above, Finance
is approving the remaining items listed in your ROPS Iil. If you disagree with the determination’
with respect to any items on your ROPS Ill, 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:

. httQ'://www.dof.ca.gov/redevelogmentlmeet and_confer/

The Agency’s maximum approved Redevelopment Property Tax Trust Fund (RPTTF)
distribution for the reporting period is $25,152,447 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 $ 25,269,164

Less: Six-month total for item(s) denied or reclassified as administrative cost
ftem 370 : $849,314
Total approved RPTTF for enforceable obligations $ 24,419,850
Plus Allowable RPTTF distribution for administrative cost for ROPS Il 732,597
Total RPTTF approved: $ 25,152,447

] . Administrative Cost Calculation

Total RPTTF for the period July through December 2012 $ 35,530,735
Total RPTTF for the period January through June 2013 24,419,850
- Total RPTTF for fiscal year 2012-13: $ 59,950,585
Allowable admlmstratlve cost for fiscal year 2012-13 (Greater of 3% or $250,000) 1,798,518
Administrative allowance for the period of July through December 2012 1,065,921
Allowable RPTTF distribution for administrative cost for ROPS lll: $ 732,597

Pursuant to HSC section 34186 (a), successor agencies were required to report on the ROPS Il
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 Il schedule that was used to calculate the approved RPTTF amount:

http:/fwww.dof.ca.goviredevelopment/ROPS/ROPS Il Forms by Successor Agency/.

All items 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 avajlable 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. '

Please direct inquiries to Beliz Chappuie, Supervisor or Cindie Lor, Lead Analyst at
(916) 445-1546,

Sincerely,

STEVE SZALAY
Local Government Consultant

cc: On folfowing page



MEET AND CONFER REQUEST FORM

Instructions: Please fill out this form in its entirety to initiate a Meet and Confer session. Additional supporting
documents may be included with the submittal of this form—as justification for the dlsputed item(s). Upon
completion, email a PDF version of this document (including any attachments) to:

Redevelopment_Administration@dof.ca.gov

The subject line should state “|[Agency Name] Request to Meet and Confer”. Upon receipt and determination
that the request is valid and complete, the Department of Finance (Finance) will contact the requesting agency
within ten business days to schedule a date and time for the Meet and Confer session.

To be valid, all Meet and Confer requests must be specifically related to a determination made by Finance and
submitted within the required statutory time frame. The requirements are as follows:

* Housing Asset Transfer Meet and Confer requests must be made within five business days of the date
of Finance’s determination. letter per HSC Section 34176 (a) (2).

» Due Diligence Review Meet and Confer requests must be made within five business days of the date of
Finance’s determination letter, and no later than November 16, 2012 for the Low and Moderate Income
Housing Fund due diligence review per HSC Section 34179.6 (e).

* Recognized Obligation Payment Schedule (ROPS) Meet and Confer requests must be made within
five business days of the date of Finance’s determination letter per HSC Section 34177 (m).

Agencies should become familiar with the Meet and Confer Guidelines located on Finance’s website. Failure to
follow these guidelines could result in termination of the Meet and Confer session. Questions related to the
Meet and Confer process should be directed to Finance’s Dispute Resolution Coordinator at (916) 445-1546 or
by email to Redevelopment_Administration@dof.ca.gov.

AGENCY (SELECT ONE):

= Successor Agency L] Housing Entity

AGENCY NAME: Oakland Redevelopment Successor Agency

TYPE OF MEET AND CONFER REQUESTED (SELECT ONE):

[ ]  Housing Assets Transfers [ ] Due Diligence Reviews X ROPS Period #3 January-
June 2013 '

DATE OF FINANCE’'S DETERMINATION LETTER: October 5, 2012
“
REQUESTED FORMAT OF MEET AND CONFER SESSION (SELECT ONE):

X Meeting at Finance [] Conference Call
Page 1 0of 3
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DETAIL OF REQUEST

A. Summary of Disputed Issue(s) (Must be specific.)

The Oakland Redevelopment Successor Agency (ORSA) is disputing the following itéms that were denied by the DOF
in its October 5, 2012 letter responding to the ORSA ROPS |l for January-June 2013.

1. Item No. 76 - Scotlan Convention Center for $3.75 million

2. Iltem No. 252 - Coliseum Transit Village Infrastructure for $8.4 million from Prop 1C Grant

3. Item No. 301 - Economic Development Conveyance (EDC) Master Developer (MD) ENA/PSA for $13.3 million

4. Item No. 206 - Palm Villas Housing Project for $921.,766

5. ltem No. 207 - 9451 MacArthur Blvd- Evelyn Rose Project for $517,500

6. Item No. 339 - East Oakland Community Project for $3.7 millidn funded by LMIHF

7. Item No. 370 - Low & Moderate Income Housing project & other staff/operations, successor agency in the amount

$9.5 million

8. Item Nos. 38 through 53, 121 through 164, 168 through 188, 190 through 195, 214 through 240, 261 through 297,
and 324 through 334 - Facade and Tenant Improvement Grant Program totaling $5.2 million

9. ltem No. 6 - Administrative Cost Claimed totaling $25,479

B. Background/History (Provide relevant backgrodnd/history, if applicable.)
See Attachments. ' :

C. Justification (Provide additional attachments to this form, as necessary.)
See Attachments.
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Agency Contact information

Name: Sarah T. Schlenk Name:

Title: Agency Admin. Manager Title:

Phone: 510-238-3982 Phone:

Email: sschlenk@oaklandnet.com Email:
, Date: 10/12/12 _ Date:

Department of Finance Local Government Unit Use Only

REQUEST TO MEET AND CONFER DATE: D APPROVED D DENIED

REQUEST APPROVED/DENIED BY: ' | ' : DATE;

MEET AND CONFER DATE/T!ME/LOCATION:

MEET AND CONFER SESSION CONFIRMED: [ ] YES 'DATE CONFIRMED:

DENIAL NOTICE PROVIDED:  [] YES . DATE AGENCY NOTIFIED: - - . iy

Form DF-MC (Revised 9/10/12)
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OAKLAND REDEVELOPMENT SUCCESSOR AGENCY
ROPSIII (J anuary-June 2013) — Meet & Confer Request

A. Summary of Disputed Items

1. Item No. 76 - Scotlan Convention Center for $3.75 million

'B. Background/History

The George P. Scotlan Memorial Convention Center (“Scotlan”) in downtown Oakland, which
opened in 1983, features 64,000 square feet of convention, exhibit, social gathering and meeting
room space. The Scotlan is part of a building complex that includes Oakland’s only Class A
hotel, the 481-room Marriott, a public parking garage, and the Golden State Warriors training
facility. On June 1, 2010, the Redevelopment Agency subleased the Scotlan from the City for a
term of up to 12 years. The lease was assigned to the Oakland Redevelopment Successor
Agency on February 1, 2012, when the Redevelopment Agency was dissolved.

The Scotlan has not been substantially renovated or modernized since its opening in 1983.

As aresult, the Scotlan’s physical condition before the start of construction indicated deferred
maintenance and overdue repairs in many areas of the building. Moreover, all furniture and
fixtures available to users of the facility dated back to 1983 and needed replacement. The
building also required significant repairs to its HVAC system to improve energy efficiency and
reduce the release of greenhouse gases. Accordingly, the Agency adopted and implemented the
following maintenance, repair and furniture replacement program:

e Painting the building .

e New carpet in the exhibit hall and conference rooms

e New ceiling and wall coverings in the conference rooms

e Achieve ADA-compliance for bathrooms on the first and second floor

e Repair energy management system, including heating and cooling system

e Replace 30-year old fixtures in the public areas and all conference rooms energy efficient
lighting replacing -

10™ Street entrance upgrade due to deterioration of carpets and tlle ’
Installing a new airwall between the West Exhibit Hall and the East Exhibit Hall
New tables and chairs for the exhibit hall and the conference rooms

New furnishings, fixture and equipment for the public areas

The repair and maintenance program is aimed at preserving the asset and preventing further
deterioration, while enhancing the appearance and marketability of the facﬂlty

The Redevelopment Agency board approved the first $4 million for this work on July 20, 2010.
Accordingly, the Redevelopment Agency entered into the agreement with Integrated Services
Corporation (“ISC”) on March 11, 2011, to undertake the repair and maintenance work. The
Agency approved an increase to the contract amount of $3.75 million on June 21, 2011, and the
agreement was amended on June 28, 2011, to increase the contract amount. The source of
funding for this work, which is now underway, is Redevelopment Agency Central District bond
proceeds.



ROPS III - ORSA Meet & Confer Request

This contract as amended, was included on ROPS I and ROPS II, both of which have been
approved by DOF and the other reviewing agencies.

C. Justification

The DOF review rejects the ISC contract amendment because it was dated June 28, 2011, the day
ABX 26 was signed by the Governor, which DOF maintains was after the effective date of the
statute. DOF maintains that the contract amendment was unauthorized since it was executed
during the period when the Redevelopment Agency’s authority to enter into new contracts was
suspended.

However, ABX 26 specifically authorizes successor agencies to enter into contracts or
agreements “necessary for the administration or operation of the successor agency,”
including but not limited to agreements relating to the “costs of maintaining assets prior to
disposition.” (Health and Safety Code Section 34171(d)(1)(F).) See also Health and Safety
Code Section 34167(d)(6), which authorized similar agreements for redevelopment agencies
prior to dissolution. The agreement with ISC is an agreement necessary for ORSA to continue
operating Scotlan as a viable convention facility prior to final disposition of the facility
(anticipated next year following ORSA receipt of a finding of completion); this is not new
redevelopment work. The ISC scope of work is limited to routine and deferred maintenance
work, such as painting, and replacement of furnishings such as carpets, window coverings, and
furniture, that have exceeded their useful life, as well as repair work to existing systems such as
the HVAC system, to keep them operating. The work does not involve significant upgrades,
expansion or reconfiguration of the Scotlan facility.

Sections 34171(d)(1)(F) and 34167(d)(6) recognize such maintenance contracts as enforceable
obligations irrespective of when these contracts were executed. Clearly the intent of ABX 26
and AB 1484 was to prevent agencies from undertaking new redevelopment projects, not to
prevent redevelopment agencies and successor agencies from undertaking routine, preventative
or deferred maintenance work necessary to preserve physical assets pending final disposition.

In short, DOF should reconsider its rejection of the ISC contract amendment since the
amendment, along with the underlying contract, is necessary for operating and maintaining an
asset of the successor agency, and is therefore an enforceable obligation of ORSA irrespective of
the execution date.
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A. Summary of Disputed Items

2. Item No. 252 - Coliseum Transit Village Infrastructure for $8.4 million from Prop 1C Grant

B. Background/History

The California Department of Housing and Community Development (“HCD”) awarded
$8,485,000 in Proposition 1C funds for the Coliseum BART Transit Village project on June 30,
2008. The grant funds are intended to promote transit-oriented development at the Oakland
Coliseum BART station by funding infrastructure improvements to support the development of
housing at the BART station. Infrastructure work has already been completed around the Lion
Creek Crossings IV housing development, which is to be financed with $3,905,298 of Prop 1C
grant funds committed via an Owner Participation Agreement executed with the Oakland
Housing Authority on June 21, 2010.

The Standard Agreement with HCD for the Prop 1C grant was executed by Redevelopment
Agency Administrator Dan Lindheim on March 3, 2011. HCD requested that the Standard
Agreement be re-signed when a new Agency Administrator was appointed, so the agreement was
executed again by Interim Agency Administrator Lamont Ewell on July 12, 2011. When Deanna
Santana was appointed Agency Administrator, HCD again requested that the Standard
Agreement be re-signed, so it was signed by Ms. Santana on August 10, 2011. Grant funds are
to be fully disbursed by February of 2015. .

This Prop 1C grant contract was included on ROPS I and ROPS II, both of which have been
approved by DOF and the other reviewing agencies.

C. Justification

The DOF review rejects the Coliseum Transit Village Prop 1C Grant on the basis that there was
no contract for this grant executed prior to June 28, 2011. However, the documents submitted to
DOF show that the Redevelopment Agency Administrator executed the contract for this grant
with HCD on March 3, 2011, before the Agency’s authority to enter into contracts was
suspended. The execution of the contract by HCD after the June 28 suspension date does not
render this contract void, since the suspension does not apply to agencies other than the
redevelopment agency. This grant was approved by the Redevelopment Agency and HCD long
before ABX 26 was introduced. The re-execution of the contract by the Agency Administrator
in August 2011 was a formality required by HCD due to the intervening hiring of a new Agency
Administrator; it does not negate the fact that the Redevelopment Agency entered into its legal
commitments on this grant before its powers were suspended.

DOF should reconsider its rejection of the Prop 1C grant, since the Agency in good faith
accepted this grant and entered into the grant contract before any suspension of its authority to .
execute contracts. This grant passes State of California funds through ORSA to the project, and
does not impact ORSA funds that could be available for redistribution to taxing entities.
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A. Summary of Disputed Items

3. Item No. 301 - Economic Development Conveyance (EDC) Master Developer ( MD)
ENA/PSA for $13.3 million

B. Background/History

On January 22, 2011, the Redevelopment Agency, and AMB Property, L.P. and California
Capital Group (collectively the “Developer”) executed an Exclusive Negotiating Agreement
(“ENA”) regardmg development of a large portion of the former Oakland Army Base (the
“Project”).

On April 11, 2011, the Redevelopment Agency and the Developer executed a Second
Amendment to the Exclusive Negotiating Agreement (“Second Amendment”). The Second
Amendment: (1) amended certain terms of the ENA, such as extending the term of the
agreement, modifying proposed uses, and other miscellaneous provisions; and (2) to facilitate the
necessary planning for the development of the entire Army Base, created an entirely independent
contractual commitment of the Agency to retain one of the Developer partners (California
Capital Group) to proceed with the coordinated master planning and design of infrastructure on
not only the land encompassed by the Developer’s proposed Project, but addmonal Agency-
owned Army Base land (the “Master Infrastructure Planning”).

The obligation to pay for the Master Infrastructure Planning was included on ROPS I and ROPS
IL, both of which have been approved by DOF and the other reviewing agencies.

C. Justification

The ENA as amended created a separate and legally enforceable contractual commitment
between the Agency and California Capital Group, irrespective of the proposed Developer
Project, whereby the Agency agreed to pay up to approximately $13 million for the completion
of the Master Infrastructure Planning by California Capital Group. Therefore, DOF’s rejection
of the item on the basis that no development agreement was executed prior to June 28, 2011, is
unwarranted -- the obligation of California Capital Group (independent of the Developer entity)
to complete the Master Infrastructure Planning work, and the obligation of ORSA to pay for such
work, is not dependent on execution of a development agreement. In fact, the performance of
much of the Master Infrastructure Planning work is a necessary precondition for the Developer to
take possession of the land for its proposed Project.

The obligation to remediate and redevelop the Oakland Army Base (OARB) property derives not
only from the contractual obligations with private third parties described above, but also from
contractual obligations that were executed with state and federal agencies years in advance of the
effective date of Assembly Bill x1 26. Furthermore, the remediation and redevelopment
obligations, including the obligation to ensure the completion of infrastructure improvements,
also stem directly from state and federal statutory and regulatory requirements.
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The 430 acre Oakland Army Base (OARB) was closed in 1999 pursuant to and in accordance
with the Defense Base Closure and Realignment Act of 1999, Part A of Title XXIX of Public
Law 101-510. In 2002, the U.S. Army transferred the property to the Oakland Base Reuse
Authority, a joint powers authority comprised of the City of Oakland and the former Oakland
Redevelopment Agency, through an Economic Development Conveyance Deed (“EDC”).

The City and ORSA are contractually obligated to remediate and redevelop the OARB pursuant
to agreements executed with (i) the State of California Department of Toxic Substances Control,
and (ii) the United States Army pursuant to (a) the federal Base Realignment and Closure
(BRAC) law, and (b) the documents executed in connection with the conveyance of the property
from the federal government, including without limitation, the Economic Development
Conveyance Memorandum of Agreement (EDC MOA), the Environmental Services Cooperative
Agreement (ESCA), and the grant deed conveying the property, all of which were executed in
2002 in connection with the Army’s conveyance of the property. These agreements obligate
ORSA to: (i) remediate the property so that the Army can obtain its Comprehensive
Environmental Response, Compensation and Liability Act (CERCLA) covenant, certifying
completion of the remediation as required by federal law, and (ii) redevelop the property and
reinvest the proceeds into infrastructure and other property improvements for the purpose of
creating jobs and community economic revitalization. These obligations derive from BRAC law
and are set forth in the documents referenced above. It should be noted that the City/JPA’s

- assumption of the obligation to remediate the OARB was approved by the State of California
pursuant to the Governor’s Finding of Suitability for Early Transfer (FOSET).

L)

In addition, the obligation to remediate the property is required pursuant to a consent agreement
executed with the State Department of Toxic Substances Control (DTSC) that requires the
property to be remediated in accordance with an approved Remedial Action Plan/Risk
Management Plan. As a former military installation, the property must be dedicated and used in
accordance with the BRAC law and regulations, including the federal Base Closure and
Community Assistance Act which requires redevelopment of the property. The ENA

. implements these requirements.

In summary, the ORSA is obligated to ensure that remediation and redevelopment of the
property is completed, including the completion of the Master Infrastructure Planning to be
undertaken by California Capital Group pursuant to the ENA. Failure to do so would result in a
violation of state and federal law and contractual obligations.
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A. Summary of Disputed Items

4. Item No. 206 - Palm Villas Housing Project for $921.766
ra :
5. Item No. 207 - 9451 MacArthur Blvd-Evelyn Rose Project for $517.500

B. Background/History

These items reflect amounts due and owing to the City as housing successor by ORSA per the
CRL and the dissolution statutes. These obligations arise from contributions historically made
by the Low and Moderate Income Housing Fund (“LMIHF ) to general redevelopment funds for
the two projects.

The Palm Villas item involves a transfer made in 2005 from the voluntary additional housing set-
aside of the LMIHF (i.e., the additional 5% contribution that the Redevelopment Agency made
to the Fund in addition to the statutorily required 20% set-aside) to general redevelopment fund
accounts to fund the Palm Villas development. The approval of this transfer, per Agency
resolution, was conditioned on the understanding that the transferred funds would be reimbursed
to be used for their original affordable housing use.

The Evelyn Rose item involves funds due and owing the LMIHF due to the fact that affordability
restrictions on this property were removed. After the LMIHF incurred costs for site acquisition
and predevelopment work for a proposed affordable housing project, and long-term affordability
restrictions were recorded on the property as required under the CRL, efforts to attract an
affordable housing project were unsuccessful. This led to the Redevelopment Agency selling the
property to a for-profit developer to build a market-rate project and the removal of the
affordability restrictions. Per Health and Safety Code Section 33334.2(j)(1)(C), the Agency was
required to make the LMIHF whole from general redevelopment funds in consideration for the
conversion of the project to market rate and the removal of those restrictions. The amount owed
to the LMIHF is the difference between the total investment by the LMIHF and the sales
proceeds.

C. Justification

The DOF review rejects these items on the basis that (1) there is no longer any requirement to set
aside funds into the LMIHF, and (2) there are no agreements or repayment schedules
documenting these obligations.

First, the fact that funds are no longer set aside into the LMIHF is not relevant. The repayment
of these amounts to the City, as housing successor, would not go into the LMIHF now held by
ORSA; pursuant to Health and Safety Code Section 34176(d), these funds would be deposited
into the new City Low and Moderate Income Housing Asset Fund. The DOF has recognized that
the rights to repayment of these funds for the Palm Villas and Evelyn Rose projects are housing
assets of the City as housing successor; these are listed on Exhibit G of the Inventory of Housing
Assets approved by the DOF. Housing assets include “repayments of loans or deferrals owed to
the Low and Moderate Income Housing Fund,” now payable to the Low and Moderate Income
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Housing Asset Fund held by the housing successor. (Health and Safety Code Sections
34176(e)(6)(A) and 34171(d)(1)(G).) Logic dictates that the City’s right to repayment from
ORSA funds should also be recognized as a liability of ORSA.

Second, the basis for recognizing these as enforceable obligations is statutory, not contractual.
Originally there were no-contracts documenting the amounts owed, simply because the
repayment obligations were between two funds of the same entity, the Redevelopment Agency,
and an entity cannot contract with itself. However, Health and Safety Code Section
34171(d)(1)(G) specifically provides that amounts owing to the LMIHF are by definition
“enforceable obligations,” and there is no requirement in the dissolution statutes that the
repayment obligation be embodied in a contract. We should also note that payment obligations
imposed by state law are also considered “enforceable obligations” (Health and Safety Code
Section 34171(d)(1)(C)); the obligation to repay these funds for affordable housing uses is
required under state law, i.e., the provisions of the CRL noted above, as well as Section
34176(e)(6)(A).

The City has provided DOF with the Agency resolutions that documented these obligations. We
also note that the Oakland Oversight Board has approved these rights to repayment both as
housing assets of the City and as repayment obligations of ORSA.

DOF should reconsider its rejection of these repayment obligations since they are clearly defined
under ABX 26 and AB 1484 as ORSA obligations to the City as housing successor, a position
DOF recognized when it approved the housing successor’s housing asset inventory. The City
would be willing to present the Oversight Board with a more detailed repayment schedule, and
consider delaying the repayment until FY 2013-14 per Section 34176(e)(6)(A), if DOF
determines that this would be required. .
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A. Summary of Disputed Items
6. Item No. 339 - East Oakland Community Project for $3.7 million funded by LMIHF

B. Background/History

In 2006 the Redevelopment Agency executed an agreement with Washington Mutual Bank to
provide a Loan Guaranty in the amount of $1.8 million for the East Oakland Community Project.
Under this Loan Guaranty, would have guaranteed obligations of payment of the loan principal
and in a maximum amount of $1.8 million, along with interest on that portion of the loan at the
rate set forth in the Note. The maximum principal amount constituting the Guaranteed .
Obligations shall be reduced each year by $93,333.33 on the anniversary date of the Loan
Guaranty. The Redevelopment Agency would be responsible for making payments on the note
within ten (10) business  days after the Bank’s written demand for payments in the event of

'EOCP’s failure to pay the note.

C. Justification

ORSA agrees that the amount for the payment guaranty listed on the ROPS is incorrect. We
requested the assigned DOF analyst to revise the amount to $1,296,880, which corresponds to
the amount of the guaranty as of July 1, 2012, per the guaranty schedule provided to DOF.
Assuming the loan started September 2006, then as of June 30, 2012 we would be at month 70
(five years and ten months elapsed).

The obligation should not be denied in total, but lowered to $1,296,880.
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A. Summary of Disputed Items

7. Item No. 370 - Low & Moderate Income Housing project & other staff/operations, successor

agency in the amount $9.5 million

B. Background/History

This item covers staff costs and other costs associated with low and moderate income housing
projects. This is payment for City staff that are directly managing the dozens of current housing
projects now underway and listed on the ROPS. (Please note that the reference to
“operating/maintenance costs” may be confusing; the City uses the term “operations and
maintenance” to mean miscellaneous overhead costs such as supplies associated with project
staffing. It is not referring to the general operations and maintenance of the housing successor
nor is it referring to the costs of operating and maintaining completed housing projects.) Such
project work includes the following tasks: request/review project status reports and review
budget revisions and reports throughout the predevelopment period to monitor the project’s
progress; draft loan documents (Note, Deed of Trust, Loan Agreement, Regulatory Agreement,
etc.); coordinate or troubleshoot any planning or permit issues that arise during predevelopment
or during construction (cost overruns, delays, citizen complaints, etc); negotiate loan documents
with borrower and other lenders; underwrite the project and review financial proformas and
financing commitments; review environmental and other reports (market studies, etc); review
preliminary management, marketing, and service plans; review title reports and draft escrow
instructions; perform local review of Tax Credit Allocation Committee (TCAC) applications;
review contracts (construction, architect) and ensure compliance with contracting requirements;
review documents required to issue the construction Notice to Proceed (permits, construction
contract, bond, insurance, etc); attend monthly payment application meetings during construction
and monitor project progress; review draw requests and process payments monthly and track
budget progress for all funding sources; review and approve change orders; review construction
close out documentation prior to approval of final retention payment to the contractor (final
permits, Notice of Completion, lien releases, Cert of Occupancy, etc); complete any follow up
legal documents that may be required at permanent loan closing; and review final cost
certification and final property lease-up data for compliance with regulatory agreement and
reporting requirements.

Costs for housing project staffing were included on ROPS I and ROPS II, both of which have
been approved by DOF and the other reviewing agencies. The total obligation amount of $9.5
million was an estimate from last spring for full housing project staffing for a period of five
years. This estimate is likely on the high side since project staffing requirements will decrease as
projects are completed. Please note the only amount requested for the ROPS III period is
$849,314. :
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C. Justification

AB 1484 provides that the cost of employees performing direct project management work on
enforceable obligations are considered part of the cost of those obligations, and are not
administrative expenses. See Health and Safety Code Section 34171(b). (This codified previous
direction from DOF acknowledging that direct project costs associated with enforceable
obligations listed on the ROPS were themselves enforceable obligations.) In line with this
guidance, these costs are ORSA obligations since they cover the cost of City employees who are
directly managing projects approved as enforceable obligations of ORSA.

The DOF review rejects this item on the basis that these staff and administrative costs are a
responsibility that was transferred to the City as housing successor, not ORSA. This is not
consistent with ABX 26, AB 1484 and past DOF guidance that makes it clear that (1) LMIHF
funds and the enforceable obligations against those funds are excluded from the transfer of
housing functions to the housing successor, and thus stay with the successor agency, and (2) all
employee costs associated with project management on successor agency enforceable obligations
are eligible costs whether they are incurred on the successor agency’s housing obligations or its
other obligations. While the authority to perform housing functions was transferred to the City
as housing successor, the Low and Moderate Income Housing Fund itself and the obligations to
fund projects out of the Low and Moderate Income Housing Fund stayed with ORSA. This is
both true of the loan commitments themselves, and the costs of managing those commitments.

The obligations to fund the low and moderate income housing projects listed on the ROPS
continue to be underlying ORSA obligations, notwithstanding the transfer of housing functions
to the City. Health and Safety Code Section 34176(a)(1) specifically provides that balances
within the LMIHF do not transfer to the housing successor, but stay with the successor agency;
the underlying obligations to fund projects out of the LMIHF also stays with the successor
agency -- as DOF acknowledges in approving the many housing funding obligations of ORSA on
the ROPS, and as AB 1484 codifies by providing that “enforceable obligations retained by the
successor agency” are not transferred to the housing successor. !

This is true about project management costs as well as the loan funding for these projects.
Section 34171(b) (as well as previous DOF guidance) is clear that “employee costs associated
with work on specific project management, or actual construction” are eligible project-specific
costs; the statute does not differentiate between employee costs on housing versus non-housing
projects. (Please note that all staff work whether performed on behalf of ORSA or on behalf of
City as housing successor are in fact performed by City employees.)

! As we noted on the ROPS, while the loans for these projects are being provided to the
borrowers by the City as housing successor, they are from LMIHF funds held by ORSA, and
ORSA transfers these funds to the City as required by Health and Safety Code Section 34177(g)
for subsequent transfer to the borrower. See Note “D” on ROPS I and II. This is why the ROPS
lists the payees as both the City and the developer, because payments will pass through the City
to the developer/borrower.
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This item also includes the cost of monitoring existing housing projects for compliance with
affordability restrictions. The obligation to monitor compliance is an enforceable obligation of
ORSA because these are statutory obligations of the Low and Moderate Income Housing Fund
now held by ORSA. As Health and Safety Code Section 34171(d)(1)(c) makes clear, obligations
imposed by state law are enforceable obligations. In this case, the Low and Moderate Income
Housing Fund statute itself requires the agency to ensure that projects assisted with Low and
Moderate Income Housing Funds remain affordable for the requisite affordability period (Health
and Safety Code Sections 33334.3(f)(1) and (2), and (h).)

DOF should reconsider its rejection of this item since these costs clearly are either (1) employee
costs associated with work on specific project management for projects funded by ORSA’s Low
and Moderate Income Housing Fund, or (2) staff costs for functions required by state law arising
from Low and Moderate Income Housing Fund assistance. The City has no other source to fund
staff to complete the low and moderate income housing projects listed on the ROPS as ORSA
enforceable obligations other than ORSA funding.
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A. Summary of Disputed Items

8. Item Nos. 38 through 53, 121 through 164, 168 through 188, 190 through 195, 214 through
240, 261 through 297, and 324 through 334 - Facade and Tenant Improvement Grant Program
totaling $5.2 million

B. Background/History

The Facade Improvement Program (FIP)

The FIP has been in existence for over ten years and provides matching grants and design
assistance to existing businesses and property owners for the purpose of making storefront and
fagade improvements in selected areas within Oakland’s Central District, Central City East, West
Oakland, Broadway/MacArthur/San Pablo and Coliseum Redevelopment Project Areas. The FIP
is intended provide incentives to restore the exterior of historic buildings, update and modernize
the exterior of other buildings for reoccupation, promote retail activity, improve the pedestrian
experience and help support other redevelopment projects by enhancing the general appearance
of surrounding properties. Eligible work includes the following:

* Painting/wall repair/cleaning « New awnings/canopies

* Renovation or repair of windows * Landscaping and exterior seating and lighting
* Rehabilitation of historic facades * Doors and storefront systems

* Improvement & removal of safety grilles « Removal & replacement of signage

The Tenant Improvement Program (TIP)

The TIP, which is part of the City’s business CARES (creation, attraction, retention and
expansion) program, provides incentives to attract businesses to targeted locations within
Oakland’s Central District, Central City East, West Oakland, Broadway/MacArthur/San Pablo
and Coliseum Redevelopment Project Areas. The TIP offers property and business owners
matching grants for tenant improvements to the interior of retail spaces. Eligible work includes
the following:

Hazardous materials abatement i.e. removal of asbestos.

Compliance with the Americans with Disability Act (ADA).

Demolition and shell reconstruction.

Plumbing, mechanical, electrical and HVAC.

Interior décor and historic restoration of interior materials. .
'The primary focus of the TIP will be helping to design the interior of vacant retail

spaces.

C. Justification

The DOF review rejects all of the FIP/TIP grant obligations on the basis that deadlines imposed
on grantees to make various submissions have not been met. However, the basis for rejecting
these agreements appears to have been based on a very small sampling of projects. While it is
true that in some case the submissions have not been timely made, this is not true of many of the
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listed grants. As discussed with the assigned DOF analyst, project staff have been working in
good faith with the grantees to determine the viability of the project. Funded projects are in
various stages of design, bidding, construction and reimbursement. The attached matrix
summarizes the current status of each FIP/TIP grant.

Staff is currently in the process of terminating $1.5 million worth of FIP/TIP grant agreements
due to noncompliance by grantees, and would remove these obligations from the ROPS.
Specifically, the following lines would be zeroed out on the ROPS III based on a pending or
completed termination: 41, 42, 47, 48, 49, 124, 130, 139, 168, 169, 170, 186, 187, 188, 191, 195,
219, 226, 229, 230, 235, 236, 238, 261, 262, 263, 272, 273, 274, 275, 276, 277, 278, 282, 285,
286,287,288, 291, 294, 325, 326, 331, 332, 333. Please see the attached summary.

We should note that Health and Safety Code Sections 34181(d) and (e) seem to assign to the
Oversight Board the responsibility to review contract terms and contract compliance, and require
termination where possible. Nonetheless, the City agrees to remove the grants that are not in
compliance with grant terms from the ROPS and are therefore listed for termination. We ask
that DOF approve the grant items in which the grantee continues to move forward with the
project per the terms of the agreement.
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A. Summary of Disputed Items

9. Item No. 6 - Administrative Cost Claimed totaling $25.479

B. Background/History

Health and Safety Code Section 34171(b) limits administrative costs to three percent of property -
tax allocated to the successor agency or $250,000, whichever is greater.

C. Justification

The Low and Moderate Income Housing Project staffing should be restored and funded from the
Redevelopment Property Tax Trust Fund as requested, which is estimated to total $849,314 for
the ROPS III period January-June 2013. This would increase the administrative allowance by
$25,479, back to $785,075.
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