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Ken Nordhoff, City Manager/Oversight Board Chairperson
City of Walnut Creek Redevelopment/Successor Agency
1666 North Main Street

Walnut Creek, CA 94596

Dear Mr. Nordhoff:

Pursuant to Health and Safety (H&S) Code section 34167.5, the State Controller’s Office
reviewed all asset transfers made by the Walnut Creek Redevelopment Agency (RDA) to the
City of Walnut Creek or any other public agency after January 1, 2011. This statutory provision
states, “The Legislature hereby finds that a transfer of assets by a redevelopment agency during
the period covered in this section is deemed not to be in furtherance of the Community
Redevelopment Law and is thereby unauthorized.” Therefore, our review included an assessment
of whether each asset transfer was allowable and whether it should be turned over to the Walnut
Creek Redevelopment Successor Agency.

Our review applied to all assets including, but not limited to, real and personal property, cash
funds, accounts receivable, deeds of trust and mortgages, contract rights, and rights to payment
of any kind. We also reviewed and determined whether any unallowable transfers of assets to the
City of Walnut Creek or any other public agencies have been reversed.

Our review found that the RDA transferred $17,828,600 in assets. These included unallowable
transfers totaling $12,455,834 or 69.86%, that must be turned over to the Successor Agency.
However, on April 10, 2013, the Successor Agency Oversight Board approved $9,373,885 of the
transferred assets because the assets are used for housing purposes. No further action is
necessary in relation to the transfer of those assets. However, the remaining $3,081,949 in
unallowable assets must be turned over to the Successor Agency.

If you have any questions, please contact Elizabeth Gonzalez, Bureau Chief, Local Government
Compliance Bureau, by phone at (916) 324-0622.

Sincerely,
Original signed by

JEFFREY V. BROWNFIELD, CPA
Chief, Division of Audits

JVB/kw

Attachment



Ken Nordhoff, City Manager -2- December 11, 2013

cc: Cindy Mosser, Finance Manager
City of Walnut Creek
Robert Campbell, Auditor-Controller
County of Contra Costa
David Botelho, Program Budget Manager
California Department of Finance
Richard J. Chivaro, Chief Legal Counsel
State Controller’s Office
Elizabeth Gonzalez, Bureau Chief
Division of Audits, State Controller’s Office
Betty Moya, Audit Manager
Division of Audits, State Controller’s Office
Daniel Tobia, Auditor-in-Charge
Division of Audits, State Controller’s Office
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Walnut Creek Redevelopment Agency Asset Transfer Review

Asset Transfer Review Report

Summary The State Controller’s Office (SCO) reviewed the asset transfers made
by the Walnut Creek Redevelopment Agency (RDA) after January 1,
2011. Our review included, but was not limited to, real and personal
property, cash funds, accounts receivable, deeds of trust and mortgages,
contract rights, and rights to payments of any kind from any source.

Our review found that the RDA transferred $17,828,600 in assets, which
included unallowable transfers totaling $12,455,834 or 69.86%, that must
be turned over to the Successor Agency. However, on April 10, 2013, the
Successor Agency Oversight Board approved $9,373,885 of the
transferred assets because the assets are used for housing purposes. No
further action is necessary in relation to those assets. The remaining
$3,081,949 in unallowable assets must be turned over to the Successor
Agency.

Background In January of 2011, the Governor of the State of California proposed
statewide elimination of redevelopment agencies (RDAs) beginning with
the fiscal year (FY) 2011-12 State budget. The Governor’s proposal was
incorporated into Assembly Bill 26 (ABX1 26, Chapter 5, Statutes of
2011, First Extraordinary Session), which was passed by the Legislature,
and signed into law by the Governor on June 28, 2011.

ABX1 26 prohibited RDAs from engaging in new business, established
mechanisms and timelines for dissolution of the RDAs, and created RDA
Successor Agencies to oversee dissolution of the RDAs and
redistribution of RDA assets.

A California Supreme Court decision on December 28, 2011 (California
Redevelopment Association et al. v. Matosantos), upheld ABX1 26 and
the Legislature’s constitutional authority to dissolve the RDAs.

ABX1 26 was codified in the Health and Safety Code (H&S Code)
beginning with section 34161.

In accordance with the requirements of H&S Code section 34167.5, the
State Controller is required to review the activities of RDAs, “to
determine whether an asset transfer has occurred after January 1, 2011,
between the city or county, or city and county that created a
redevelopment agency, or any other public agency, and the
redevelopment agency,” and the date on which the RDA ceases to
operate, or January 31, 2012, whichever is earlier.

The SCO has identified transfers of assets that occurred after
January 1, 2011, between the Walnut Creek Redevelopment Agency, the
City of Walnut Creek, and/or other public agencies. By law, the SCO is
required to order that such assets, except those that already had been
committed to a third party prior to June 28, 2011, the effective date of
ABX1 26, be turned over to the Successor Agency. In addition, the SCO
may file a legal order to ensure compliance with this order.

1-



Walnut Creek Redevelopment Agency

Asset Transfer Review

Objective, Scope,
and Methodology

Conclusion

Views of
Responsible
Officials

Our review objective was to determine whether asset transfers that
occurred after January 1, 2011, and the date upon which the RDA ceased
to operate, or January 31, 2012, whichever was earlier, between the city
or county, or city and county that created an RDA, or any other public
agency, and the RDA, were appropriate.

We performed the following procedures:

e Interviewed Successor Agency personnel to gain an understanding of
the Successor Agency operations and procedures.

¢ Reviewed meeting minutes, resolutions, and ordinances of the Walnut
Creek City Council and the Walnut Creek Redevelopment Agency.

¢ Reviewed accounting records relating to the recording of assets.

o Verified the accuracy of the Asset Transfer Assessment Form. This
form was sent to all former RDAs to provide a list of all assets
transferred between January 1, 2011, and January 31, 2012.

e Reviewed applicable financial reports to verify assets (capital, cash,
property, etc.).

Our review found that the RDA transferred $17,828,600 in assets, which
included unallowable transfers totaling $12,455,834, or 69.86%, that
must be turned over to the Successor Agency. However, on April 10,
2013, the Successor Agency Oversight Board approved $9,373,885 of
the transferred assets because the assets are used for housing purposes.
No further action is necessary in relation to those assets. The remaining
$3,081,949 in unallowable assets must be turned over to the Successor
Agency.

Details of our findings are in the Findings and Orders of the Controller
section of this report.

We issued a draft review report on April 17, 2013. Ken Nordhoff, City
Manager, responded by letter, dated April 25, 2013, disagreeing with the
review results. We issued a revision of Finding 1 on September 10, 2013.
The City Manager responded by letter dated September 30, 2013,
disagreeing with revised Finding 1. Both of the City’s responses are
included in this final review report.



Walnut Creek Redevelopment Agency

Asset Transfer Review

Restricted Use

This report is solely for the information and use of the City of Walnut
Creek, Successor Agency, Walnut Creek Successor Agency Oversight
Board, Walnut Creek Successor Housing Agency, and the SCO; it is not
intended to be and should not be used by anyone other than these
specified parties. This restriction is not intended to limit distribution of
this report, which is a matter of public record when issued final.

Original signed by

JEFFREY V. BROWNFIELD, CPA
Chief, Division of Audits

December 11, 2013



Walnut Creek Redevelopment Agency Asset Transfer Review

Findings and Orders of the Controller

FINDING 1— The Walnut Creek Redevelopment Agency (RDA) transferred
Unallowable asset $3,081,949 in assets to the City of Walnut Creek (City). All of the asset
transfers to the transfers to the City of Walnut Creek occu_rred after January 1, 2011, and
City of Walnut the assets were not contractually committed to a third party prior to

June 28, 2011.
Creek

Unallowable asset transfers were as follows:

e On March 1, 2011, the RDA transferred $274,644 in cash assets to
pay off a loan to the City. This transfer was accomplished in
accordance with the March 1, 2011 Meeting Agenda Item No. 4b.

e On March 15, 2011, the RDA transferred of $2,807,305 in capital
assets to the City. To accomplish those transfers, the City and the
RDA entered into an agreement under Resolution RA-180 and March
15, 2011 Meeting Agenda Item No. 2k.

Pursuant to Health and Safety (H&S) Code section 34167.5, the RDA
may not transfer assets to a city, county, city and county, or any other
public agency after January 1, 2011. Those assets should be turned over
to the Successor Agency for disposition in accordance with H&S Code
section 34177 (d) and (e). However, it appears that some of those assets
also may be subject to the provisions of H&S Code section 34181(a).
H&S Code section 34181(a) states:

The oversight board shall direct the successor agency to do all of the
following:

(a) Dispose of all assets and properties of the former redevelopment
agency that were funded by tax increment revenues of the
dissolved redevelopment agency; provided however, that the
oversight board may instead direct the successor agency to transfer
ownership of those assets that were constructed and used for a
government purpose, such as roads, school buildings, parks, and
fire stations, to the appropriate public jurisdiction pursuant to any
existing agreements relating to the construction or use of such as
asset....”

Additionally, the loan agreement involving the March 1, 2011 transfer is
not an enforceable obligation pursuant to H&S Code section
34171(d)(2). However, the argument may be reinstated in accordance
with H&S Code section 34191.4 once the Successor Agency obtains a
Finding of Completion from the Department of Finance (DOF), pursuant
to H&S Code section 34179.7.



Walnut Creek Redevelopment Agency

Asset Transfer Review

Order of the Controller

Based on H&S Code section 34167.5, the City of Walnut Creek is
ordered to reverse the transfer of the above assets, described in Schedule
1, in the amount of $3,081,949, plus any interest earned, and turn over
them to the Successor Agency.

The Successor Agency is directed to properly dispose of those assets in
accordance with H&S Code sections 34177(d) and (e) and 34181(a).

City’s Response to Draft Report

The City responded to an initial version of Finding 1 in a letter dated
April 25, 2013 (Attachment 1). The SCO issued a revised Finding 1
(Attachment 2) on September 10, 2013; the City responded to the
revision with a letter dated September 30, 2013 (Attachment 3). The
SCO’s comments to both responses are given below.

City’s April 25, 2013 Response

The SCO contends that the $209,644 RDA loan repayment to the City
on March 1, 2011 was an unallowable asset transfer as it was not an
enforceable obligations pursuant to H&S Code section 34171(d)(2).

This was a repayment of City advances to the RDA made in 1988 and
1991, not an asset transfer. In addition, Health and Safety Code section
34171 did not take effect until February 1, 2012, when successor
agencies replaced redevelopment agencies. More importantly, however,
it is Section 34167 that governed the actions of the redevelopment
agencies prior to their dissolution. The definition of “enforceable
obligation” in Section 34167(d) did not exclude city-agency
agreements, and the section authorized the agency to repay “any legally
binding and enforceable agreement or contact [sic] that is not otherwise
void as violating the debt limit or public policy.” Section 34167
remained in effect through January 31, 2012.

The RDA was required to make this final payment for the remaining
amount of the City loan because the Mt. Diablo project area reached its
tax increment limit in fiscal year 2010-11. The Mt. Diablo project area
is no longer able to receive property tax revenue for the RPTTF, which
limits the Successor Agency’s ability to pay the indebtedness
obligations in future years.

SCO’s Comment

The City’s comments regarding the loan repayment are adequately
addressed in the SCO’s comment to the City’s September 30, 2013
response given below.



Walnut Creek Redevelopment Agency

Asset Transfer Review

City’s September 30, 2013 Response

SCO contends that the $274,644 RDA loan repayment to the City on
March 1, 2011, was an unallowable asset transfer. . .

[We] reiterate our response provided in April, this was a repayment of

City advances to the RDA made in 1988 and 1991, not an asset
transfer.

SCO’s Comment

The SCO disagrees with the City’s response. Although H&S Code
section 34167 does not explicitly exclude city-agency agreements, it does
govern the actions of RDAs prior to their dissolution. H&S Code section
34167(a) states:

... Itis the intent of the Legislature that redevelopment agencies take
no actions that would further deplete the corpus of the agencies’ funds
regardless of their original source. All provisions of this part shall be
construed as broadly as possible to support this intent and to restrict the
expenditure of funds to the fullest extent possible.

The Legislature further enforces this intent with H&S Code Section
34167.5. Regardless of reaching the tax increment limit for the project
area, H&S Code section 34167.5 requires the SCO to order the return of
any asset transferred to a public agency after January 1, 2011, to the
Successor Agency.

Additionally, the SCO would like to note that it does not contend that the
transfer is unallowable pursuant to H&S Code section 34171(d)(2). This
citation was purely for informational purposes, meant to point out that
although the loan agreement involving the March 1, 2011 transfer may
not currently be an enforceable obligation, it may be reinstated in
accordance with H&S Code Section 34191.4 once the Successor Agency
obtains a Finding of Completion from the Department of Finance,
pursuant to H&S Code Section 34179.7.

The finding and Order of the Controller remains as stated for the transfer
of $274,644 in cash to the City.

City’s April 25, 2013, Response

The SCO contends that the RDA transferred $2,807,305 in capital
assets to the City on March 15, 2011 was unallowable.

The City concurs with this finding even though the legislation was not
passed and signed into law until June 28, 2011. The City will agree to
transfer APN 184-060-13 (1250 Locust Street) to the Successor
Agency. The City requests that the transfer of APN 173-121-036 (470,
480, 490 Lawrence Way) used for governmental purpose of a recycling
center, police evidence storage, and former traffic center be allowed
with Oversight Board approval.



Walnut Creek Redevelopment Agency

Asset Transfer Review

FINDING 2—
Unallowable assets
transferred to the
Successor Housing
Agency

SCO’s Comment

The City’s comments regarding the transfer of capital assets are
adequately addressed in the SCO’s comment to the City’s September 30,
2013 response given below.

City’s September 30, 2013 Response

In my April 25, 2013 response to the SCO's initial report, the City
agreed that the Locust Street property would be reconveyed to the
Successor Agency. The purpose of this letter is to more clearly set forth
the history and use of the Lawrence Way property and why the transfer
of that property to the City was appropriate.

Since the acquisition of the Lawrence Way property, it has been used
continuously for governmental uses, primarily for the corporation yard,
recycling center and traffic operation. Title to the property should have
been formally transferred to the City in the early 1990s, but was not,
due to an oversight. As the property was not within a redevelopment
project area, the former Redevelopment Agency had no control over the
use of the property.

SCO’s Comment

The City agrees that the property will be conveyed to the Successor
Agency.

The finding and Order of the Controller remains as stated until the
transfer is made.

The Walnut Creek Redevelopment Agency (RDA) made an unallowable
asset transfer of $9,373,885 to the Successor Housing Agency (SHA).
The asset transfer to the SHA occurred after January 1, 2011, and the
assets were not contractually committed to a third party prior to June 28,
2011.

The RDA transferred $9,373,885 in assets to the SHA on February 1,
2012. Those assets consisted of $1,259,484 in cash, $7,863,401 in notes
receivable, and $251,000 in capital assets.

Pursuant to H&S Code section 34175(b), the RDA was required to
transfer all assets, including housing assets, to the Successor Agency.

H&S Code section 34175(b) states, “All assets, properties, contracts,
leases, books and records, buildings, and equipment of the former
redevelopment agency are transferred on February 1, 2012, to the control
of the successor agency, for administration pursuant to the provisions of
this part. This includes all cash or cash equivalents and amounts owed to
the redevelopment agency as of February 1, 2012.”

Additionally, H&S Code section 34181(c) requires the Oversight Board
to direct the Successor Agency to transfer housing assets to the
appropriate entity pursuant to H&S Code section 34176.

-7-



Walnut Creek Redevelopment Agency

Asset Transfer Review

Order of the Controller

Based on H&S Code section 34167.5, the Successor Housing Agency is
ordered to reverse the transfer of the above assets, described in Schedule
2, in the amount of $9,373,885, and return them to the Walnut Creek
Redevelopment Successor Agency.

The Successor Agency is directed to properly dispose of those assets in
accordance with H&S Code sections 34177(d) and (e) and 34181(c).

City’s Response

The SCO contends that the RDA made an unallowable asset transfer of
$9,373,885 to the Successor Housing Agency. Also, the SCO contends
that the assets were not contractually committed to a third party prior to
June 28, 2011 and that the transfers occurred after January 1, 2011.

The City disagrees with a portion of this finding. The City concurs that
the transfer occurred after January 1, 2011 but the City transferred the
funds as part of accepting the responsibilities of becoming the
Successor Housing Agency. The City disagrees with the contention that
the assets were not contractually committed to a third party prior to
June 28, 2011.

The asset transfer included $1,259,484 in cash, $7,863,401 in notes,
and $251,000 in capital assets. The portion of the cash that was not
contractually committed at June 28, 2011 totaled $854,571. This
amount was required to be sent to the Auditor-Controller of Contra
Costa County for the “amount available for allocation to affected taxing
entities” as reported in the Due Diligence Report for the Low and
Moderate Income Housing Fund. This report was completed and sent to
the State’s Department of Finance by the required due date of October
15, 2012. The funds were sent to Contra Costa County on December
18, 2012.

The remaining cash of $424,913 was for encumbrances for affordable
housing projects specifically approved on the ROPS, including
Habitat’s Pleasant Creek Homes and Satellite Housing Third Avenue
Apartments.

The $251,000 in capital assets is land that was transferred to Habitat for
Humanity pursuant to its pre-ABx1 26 Disposition and Development
Agreement that was an approved enforceable obligation on the
approved ROPS.

The $7,863,401 in note receivables consists of first time homebuyer
loans, development loans, and home rehab loans. All of these notes
were committed to a third party before June 28, 2011. Under Health
and Safety Code section 34176(e)(3), these are deemed to be housing
assets.

The City requests that the SCO accept the action of Oversight Board of
the Walnut Creek’s Successor Agency Resolution 13-3. This resolution
approves the transfer of RDA Housing Assets, including the notes
receivable of $7,863,401 and ROPS commitments to the City of
Walnut Creek as the Successor Housing Agency.

-8-



Walnut Creek Redevelopment Agency

Asset Transfer Review

SCO’s Comment

The SCO agrees with the City. On April 10, 2013, the Oversight Board
adopted Resolution 13-3 approving the transfer of assets pursuant to
H&S Code sections 34176, 34177 and 34181. Additionally, the transfer
included $1,259,484 in cash assets; however, the amount not
contractually committed prior to June 28, 2011, equaled $834,571. The
SCO agrees that the unencumbered balance was remitted to the County
on December 18, 2012.

As the Oversight Board has already approved the transfer retroactively,
no further action is necessary.

Please note that the DOF must approve the Oversight Board’s decision in
this matter only with regards to assets transferred to the Housing Agency.
If the DOF does not approve the decision, then the City of Walnut Creek
is ordered to transfer the assets to the Successor Agency pursuant to
H&S Code section 34167.5.



Walnut Creek Redevelopment Agency Asset Transfer Review

Schedule 1—
Unallowable RDA Asset Transfers to
the City of Walnut Creek
January 1, 2011, through January 31, 2012

Unallowable transfers to the City of Walnut Creek:

Current assets

Cash $ 274,644
Capital assets — land

APN 184-060-013: 1250 Locust Street 2,807,305

APN 173-121-036: 470, 480, 490 Lawrence Way —
Total unallowable transfers — City of Walnut Creek $ 3,081,949

-10-
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Schedule 2—
Unallowable RDA Asset Transfers to
the Successor Housing Agency
January 1, 2011, through January 31, 2012

Unallowable transfers to the Successor Housing Authority:

Current assets

Cash and investments $ 1,259,484

Notes receivable 7,863,401
Capital assets — land

APN 174-120-025: Barkley Avenue 251,000
Total unallowable transfers — Successor Housing Authority $ 9,373,885

-11-
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Attachment 1—
City of Walnut Creek’s Response to
Draft Review Report

-12-



WALNUT
CREEK

April 25,2013

Mr. Steven Mar, Chief

Local Government Audits Bureau

State Controllers’ Office Division of Audits
Post Office Box 942850

Sacramento, CA 94250-5874

RE: Response to State Controller’s Asset Transfer Review Report for the Walnut Creek
Redevelopment Agency

Dear Mr. Mar:

We appreciate the opportunity to respond to the State Controller’s letter dated April 17,
2013 and State Controller’s Office (SCO) review report dated April 2013 that found the
City of Walnut Creek Redevelopment Agency (RDA) transferred $17,763,600 in assets,
which included unallowable transfers of $12,390,834. The City of Walnut Creek as
Successor Agency is providing the following information for the two findings and orders of
the Controller.

FINDING 1: Unallowable asset transfers to the City of Walnut Creck

e The SCO contends that the $209,644 RDA loan repayment to the City on March 1, 2011
was an unallowable asset transfer as it was not an enforceable obligation pursuant to
H&S Code section 34171(d)(2).

o This was a repayment of City advances to the RDA made in 1988 and 1991, not
an asset transfer. In addition, Health and Safety Code section 34171 did not take
effect until February 1, 2012, when successor agencies replaced redevelopment
agencies. More importantly, however, it is Section 34167 that governed the
actions of redevelopment agencies prior to their dissolution. The definition of
“enforceable obligation” in Section 34167(d) did not exclude city-agency
agreements, and the section authorized the agency to repay “any legally binding
and enforceable agreement or contact that is not otherwise void as violating the
debt limit or public policy.” Section 34167 remained in effect through January
31,2012,

1606 Narth Main Street, AWalnut Creck, CA 94596
el 92359433800 ywwaw walnur creck.ong
promted careeveled pape



Response 10 SCO Asset Transfer Review
April 25,2013
Page 2 0f 3

The RDA was required to make this final payment for remaining amount of the
City loan because the Mt. Diablo project area reached its tax increment limit in
fiscal year 2010-11, The Mt. Diablo project area is no longer able to receive
property tax revenue for the RPTTF, which limits the Successor Agency’s ability
to pay the indebtedness obligations in future years.

o The SCO contends that the RDA transferred $2,807,305 in capital assets to the City on
March 15, 2011 was unallowable.

o The City concurs with this finding even though the legislation was not passed and
signed into law until June 28, 2011. The City will agree to transfer APN 184-
060-13 (1250 Locust Street) to the Successor Agency. The City requests that the
transfer of APN 173-121-036 (470, 480, 490 Lawrence Way) used for
governmental purpose of a recycling center, police evidence storage, and former
traffic center be allowed with Oversight Board approval.

FINDING 2: Unallowable asset transfers to the Successor Housing Agency

e The SCO contends that the RDA made an unallowable asset transfer of $9,373,885 to the
Successor Housing Agency. Also, the SCO contends that the assets were not
contractually committed to a third party prior to June 28, 2011 and that the transfers
occurred after January 1, 2011.

o The City disagrees with a portion of this finding. The City concurs that the
transfer occurred after January 1, 2011 but the City transferred the funds as part of
accepting the responsibilities of becoming the Successor Housing Agency. The
City disagrees with the contention that the assets were not contractually
committed to a third party prior to June 28, 2011.

The asset transfer included $1,259,484 in cash, $7,863,401 in notes, and $251,000
in capital assets, The portion of the cash that was not contractually committed at
June 28, 2011 totaled $854,571. This amount was required to be sent to the
Auditor-Controller of Contra Costa County for the “amount available for
allocation to affected taxing entities” as reported in the Due Diligence Report for
the Low and Moderate Income Housing Fund. This report was completed and
sent to the State’s Department of Finance by the required due date of October 15,
2012. The funds were sent to Contra Costa County on December 18, 2012.

The remaining cash of $424,913 was for encumbrances for affordable housing
projects specifically approved on the ROPS, including Habitat’s Pleasant Creek
Homes and Satellite Housing Third Avenue Apartments.

The $251,000 in capital assets is land that was transferred to Habitat for Hlumanity
pursuant to its pre-ABx1 26 Disposition and Development Agreement that was an
approved enforceable obligation on the approved ROPS.



Response to SCO Assct Transfer Reyicw
April 25,2013
Page 3 of 3

The $7,863,401 in notes receivables consists of first time homebuyer loans,
development loans, and home rehab loans. All of these notes were committed to a
third party before June 28, 2011. Under Health and Safety Code section
34176(e)(3), these are deemed to be housing assets.

The City requests that the SCO accept the action of Oversight Board of the
Walnut Creek’s Successor Agency of Resolution 13-3, This resolution approves
the transfer of RDA Housing Assets, including the notes receivable of $7,863,401
and ROPS commitments to the City of Walnut Creek as the Successor Housing
Agency.

Please let us know if you have any questions regarding the City’s responses.

Sincerely,

City Manager

Attachment

cc: Iris Yang, Best Best & Krieger LLP
Oversight Board of the Walnut Creek Successor Agency
Bryan Wenter, City of Walnut Creek
Laura Simpson, City of Walnut Creek
Cindy Mosser, City of Walnut Creek



ATTACHMENT

5
RESOLUTION NO. /3-)

A RESOLUTION OF THE OVERSIGHT BOARD OF THE SUCCESSOR
AGENCY TO THE FORMER REDEVELOPMENT AGENCY OF THE
CITY OF WALNUT CREEK APPROVING THE TRANSFER OF
REDEVELOPMENT AGENCY HOUSING ASSETS TO THE CITY OF
WALNUT CREEK AS THE SUCCESSOR HOUSING ENTITY, AND
OTHER NON-HOUSING ASSETS TO THE SUCCESSOR AGENCY
PURSUANT TO HEALTH AND SAFETY CODE SECTIONS 34177 AND

34181

WHEREAS, pursuant to Health and Safety Code Section 34173(d), the City of Walnut
Creek (“Successor Agency”) is the successor agency to the former Redevelopment Agency of
the City of Walnut Creek (“Agency”), confirmed by City Council Resolution No. 12-5 adopted
on January 17, 2012, and pursuant to Health and Safety Code Section 34173(g) is a separate

public entity from the City; and

WHEREAS, pursuant to Health and Safety Code Section 34179(a), the Oversight Board
is the Successor Agency’s oversight board; and

WHEREAS, pursuant to Health and Safety Code Section 34176, the City of Walnut
Creck, as the entity that authorized the creation of the Agency, by Resolution No. 12-5 adopted
on January 17th, 2012, elected to retain the housing assets and functions previously performed
by the Agency, including all rights, powers, assets, liabilities, duties and obligations associated
with the housing activities of the Agency, excluding any unencumbered amounts on deposit in
the Low and Moderate Income Housing Fund; and

WHEREAS, pursuant to Health and Safety Code Section 34177(g), the Successor
Agency is required to effectuate the transfer of housing assets to the entity designated pursuant to
Health and Safety Code Section 34176, in this case, the City, as the Successor Housing Entity;

and
WHEREAS, during an audit conducted by the State Controller’s Office, it was

determined that although the housing assets were previously transferred to the Successor
Housing Entity, the Oversight Board had not acted to direct such transfer; and

WHEREAS, a list of all Agency housing assets previously transferred by the Successor
Agency to the Successor Housing Entity is attached to this Resolution as Exhibit A, and assets

transferred to the Successor Agency; and

WHEREAS, pursuant to Health and Safety Code Section 34177(d), the Successor
Agency is required to remit only the unencumbered balances of Agency funds to the counly-
auditor controller, including the unencumbered balance of the Low and Moderate Income
Housing Fund (“Housing Fund”); and

WHEREAS, pursuant to Health and Safety Code Section 34177(1), the Successor
Agency has prepared and the Oversight Board and the Department of Finance have approved a

82817.00001\7883762.1 1



Recognized Obligation Payment Schedule (“ROPS”) for each six-month period since dissolution
of the Agency, setting forth the obligations of the Agency to be paid from property tax increment
revenue, including obligations related to specified housing obligations to be paid from the
balance of the Housing Fund; and

WHEREAS, all funds from the Housing Fund that werc encumbered for specified
housing obligations provided in the approved ROPS have already been expended to fulfill the
obligations identified in the approved ROPS, as described in Exhibit B attached to this

Resolution; and

WHEREAS, the Successor Agency has requested that the Oversight Board approve the
transfer of housing assets to the Successor Housing Entity.

NOW, THEREFORE, THE OVERSIGHT BOARD OF THE SUCCESSOR
AGENCY TO THE FORMER REDEVELOPMENT AGENCY OF THE CITY OF
WALNUT CREEK DOES HEREBY RESOLVE AND FIND AS FOLLOWS:

Section 1, Recitals. The Recitals set forth above are true and correct and are
incorporated into this Resolution by this reference.

Section 2, CEQA Compliance. The approval of the transfer of housing assets
through this Resolution does not commit the Oversight Board to any action that may have a
significant effect on the environment. As a result, such action does not constitute a project
subject to the requirements of the California Environmental Quality Act. The City Clerk of the
City of Walnut Creek, acting ex officio on behalf of the Oversight Board, is authorized and
directed to file a Notice of Exemption with the appropriate official of the County of Contra
Costa, California, within five (5) days following the date of adoption of this Resolution.

Scction 3.  Approval of Transfer of Housing Assets . The Oversight Board hereby
approves the transfer of the assets set forth in Exhibit A attached to this Resolution to the
Successor Housing Entity, pursuant to Health and Safety Code Sections 34176, 34177 and

34181.

Section 4.  Transfer of Encumbered Funds from the Housing Fund. The
Oversight Board hereby acknowledges that the encumbered balance of the Housing Fund
designated for housing obligations provided in the approved ROPS, all as provided in Exhibit B
attached to this Resolution, have already been expended for the housing obligations identified in
the approved ROPS, and no additional funds remain to be transferred to the Successor Housing

Agency.

Section 8.  Severability. If any provision of this Resolution or the application of any
such provision to any person or circumstance is held invalid, such invalidity shall not affect other
provisions or applications of this Resolution that can be given effect without the invalid
provision or application, and to this end the provisions of this Resolution are severable. The
Oversight Board declares that the Oversight Board would have adopted this Resolution
irrespective of the invalidity of any particular portion of this Resolution.
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Section 6.  Certification. The Secretary of the Successor Agency, acting cx officio
on behalf of the Oversight Board as its Secretary, shall certify to the adoption of this Resolution.

Section 7.  Effective Date. Pursuant to Health and Safety Code Section 34179(h), all
actions taken by the Oversight Board may be reviewed by the State of California Department of
Finance, and, therefore, this Resolution shall not be effective for five (5) business days, pending
a request for review by the State of California Department of Finance.

PASSED, APPROVED AND ADOPTED THIS 10™ day of April, 2013.

AYES: Nordhoff, Lawson, Gordon, Collins

NOES: None.
ABSENT: Mitchoff, Wells, Majors

ABSTAIN: None

Lo Do/
ATTEST: Ch}h‘?ﬁ (/Q/

el M~

Ofersight Bodrd Sedfetary
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EXHIBIT A

HOUSING ASSETS AND NON-HOUSING ASSETS OF THE
REDEVELOPMENT AGENCY FOR THE CITY OF WALNUT CREEK

[Attached behind this page]
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EXHIBIT B

ENCUMBERED HOUSING FUND MONIES AND RELATED HOUSING
OBLIGATIONS

[Atiached behind this page]
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Walnut Creek Redevelopment Agency Asset Transfer Review

Attachment 2—
SCO Revised Finding 1




JOHN CHIANG
California State Qontroller

September 10, 2013

Ken Nordhoff, City Manager

Walnut Creek Redevelopment/Successor Agency
1666 North Main Street '

Walnut Creek, CA 94596

Dear Mr. Nordhoff:

The State Controller’s Office has made a change to the finding in the draft redevelopment
agency asset transfer review report dated April 17, 2013. This change was discussed with your
staff in a phone conversation on July 19, 2013. A copy of the revised finding, along with a
revised Schedule 1, is enclosed.

Please submit any comments concerning the revised finding within 10 calendar days after you
receive this letter. In particular, you should address the accuracy of our revised finding. We may
modify the revised finding in the final report based on your comments. In the final report, we
will include your comments regarding the revised finding, along with any other comments you
previously provided regarding the other three findings included in the draft report.

Please send your response to Steven Mar, Chief, Local Government Audits Bureau, State
Controller’s Office, Division of Audits, Post Office Box 942850, Sacramento, California 94250-
5874. If we do not receive your comments within the specified time, we will release the report,
with the revised finding, as final.

The revised finding, like the original draft asset transfer review report, is confidential. We limit
access to the revised finding and distribution to those referenced in the letter. However, when we
issue the final report, it becomes a public record.

If you have any queétions, please contact Mr. Mar by phone at (916) 324-7226.

Y

i

JEFFREY V. BROWNFIELD, CPA
Chief, Division of Audits

JVB/vb

Attachment



Walnut Creek Redevelopment Agency Asset Transfer Review

Finding and Order of the Controller

FINDING— The Walnut Creek Redevelopment A gency (RDA) transferred
Unallowable asset $3,081,949 in assets to the City of Walnut Creek (City). All of the asset
transfers to the City of Walnut Creek occurred after January 1, 2011, and
the assets were not contractually committed to a third party prior to
June 28,2011.

transfers to the
City of Walnut
Creek

Unallowable asset transfers were as follows:

e On March 1, 2011, the RDA transferred $274,644 in cash assets to
repay a loan to the City. This transfer was accomplished in
accordance with the March 1, 2011 Meeting Agency Item No. 4b.

e On March 15, 2011, the RDA transferred of $2,807,305 in capital
assets to the City. To accomplish those transfers, the City and the
RDA entered into an agreement under Resolution RA-180 and
Meeting Agenda Item No. 2k.

Pursuant to Health and Safety (H&S) Code section 34167.5, the RDA
may not transfer assets to a city, county, city and county, or any other
public agency after January 1, 2011. Those assets should be turned over
to the Successor Agency for disposition in accordance with H&S Code
section-34177 (d) and (e). However, it appears that some of those assets
also may be subject to the provisions of H&S Code section 34181(a).
H&S Code section 34181(a) states:

The oversight board shall direct the successor agency to do all of the
following;:

(a) Dispose of all assets and properties of the former redevelopment
agency that were funded by tax increment revenues of the
dissolved redevelopment agency; provided however, that the
oversight board may instead direct the successor agency to transfer
ownership of those assets that were constructed and used for a
government purpose, such as roads, school buildings, parks, and
fire stations, to the appropriate public jurisdiction pursuant to any
existing agreements relating to the construction or use of such as
asset. ...

Order of the Controller

Based on H&S Code section 34167.5, the City of Walnut Creek is
ordered to reverse the transfer of the above assets, described in
Schedule 1, in the amount of $3,081,949, plus any interest earned, and
return them to the Successor Agency.

The Successor Agency is directed to properly dispose of those assets in
accordance with H&S Code sections 34177(d) and (e)and 34181(a).



Walnut Creek Redevelopment Agency

Asset Transfer Review

Schedule 1—
Unallowable RDA Assets Transferred to
the City of Walnut Creek

January 1, 2011, through January 31, 2012

Unallowable transfers to the City of Walnut Creek:

Current assets
Cash
Capital assets — land
APN 184-060-013: 1250 Locust Street
APN 173-121-036: 470, 480, 490 Lawrence Way

Total unallowable transfers — City of Walnut Creek

5L

§ 274,644

2,807,305

$ 3,081,949



Walnut Creek Redevelopment Agency Asset Transfer Review

Attachment 3—
City of Walnut Creek’s Response to
Revised Finding 1 of Draft Review Report
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September 30, 2013

Mr. Steven Mar, Chief

Local Government Audits Bureau

State Controllers’ Office Division of Audits
Post Office Box 942850

Sacramento, CA 94250-5874

RE: Response to State Controller’s Revised Finding for the Asset Transfer Review
Report for the Walnut Creek Redevelopment Agency

Dear Mr. Mar:

We appreciate the opportunity to respond to the State Controller’s letter dated
September 10, 2013 and the State Controller’s Office (SCO) revised finding that found
the City of Walnut Creek Redevelopment Agency (RDA) transferred $3,081,949 in
unallowable assets. The City of Walnut Creek as Successor Agency is providing the
following information for the findings and orders of the Controller.

FINDING: Unallowable asset transfers to the City of Walnut Creek

e The SCO contends that the $274,644 RDA loan repayment to the City on March 1,
2011 was an unallowable asset transfer as it was not an enforceable obligation
pursuant to H&S Code section 34171(d)(2).

o To reiterate our response provided in April, this was a repayment of City
advances to the RDA made in 1988 and 1991, not an asset transfer. In
addition, Health and Safety Code section 34171 did not take effect until
February 1, 2012, when successor agencies replaced redevelopment agencies.
More importantly, however, it is Section 34167 that governed the actions of
redevelopment agencies prior to their dissolution. The definition of
“enforceable obligation” in Section 34167(d) did not exclude city-agency
agreements, and the section authorized the agency to repay “any legally
binding and enforceable agreement or contact that is not otherwise void as
violating the debt limit or public policy.” Section 34167 remained in effect
through January 31, 2012.

1666 North Main Street, Walnut Creek, CA 94596
tel 925943.5899 www.walnue-creck org
printed on recycled paper
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30,2013

The RDA was required to make this final payment for remaining amount of
the City loan because the Mt. Diablo project area reached its tax increment
limit in fiscal year 2010-11. Since that time, the Auditor-Controller has not
allocated any tax increment or property tax revenue for the RPTTF from the
Mt. Diablo project area. In addition, the South Broadway project area is also
very close to reaching its tax increment limit. The combination of these
factors means that the Successor Agency would not be able to rely on future
allocations of RPTTF to fully repay its indebtedness to the City.

e The SCO contends that the RDA transferred $2,807,305 in capital assets to the City
on March 15,2011 was unallowable.

(@]

The SCO’s revised finding is that two capital assets, 1250 Locust Street and
470, 480, 490 Lawrence Way, should not have been transferred to the City, and
should be reconveyed to the Successor Agency. In my April 25, 2013 response
to the SCO’s initial report, the City agreed that the Locust Street property would
be reconveyed to the Successor Agency. The purpose of this letter is to more
clearly set forth the history and use of the Lawrence Way property and why the
transfer of that property to the City was appropriate.

Prior to 1990, CalTrans acquired a portion of the City’s corporation yard to
widen Interstate-680. As a result the City needed additional property nearby.
Siemens Medical Laboratories owned a 3.4 acre parcel, but was only willing to
sell the entire parcel, rather than just the 2 acres that the City needed. The
Agency acquired the property because it could then sell the excess portion to a
private party, which it did in 1992. However, the Lawrence Way property was
never made part of a redevelopment project area or included within a
redevelopment plan, and no tax increments were used to acquire the property.

Since the acquisition of the Lawrence Way property, it has been used
continuously for governmental uses, primarily for the corporation yard,
recycling center and traffic operations. Title to the property should have been
formally transferred to the City in the early 1990s, but was not, due to an
oversight. As the property was not within a redevelopment project area, the
former Redevelopment Agency had no control over the use of the property.

We are willing to provide additional documentation regarding the circumstances
under which the property was acquired if the SCO wishes or to discuss this with
us further. We are attaching photos of the Lawrence Way property site for your
information.

82817.00001\8311023.2
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Please let us know if you have any questions regarding the City’s responses.

Sincerely,

City Manager

Attachment

cc: Iris Yang, Best Best & Krieger LLP
Oversight Board of the Walnut Creek Successor Agency
Laura Simpson, City of Walnut Creek
Cindy Mosser, City of Walnut Creek

82817.00001\8311023 2



APPENDIX A

RECONNAISSANCE PHOTOGRAPHS



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 1: 490 Lawrence Way - View looking north of storage yard located on the subject property.

Photograph 2: west of storage the subject property.

The Source Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 3: 490 Lawrence Way — View looking at paint cans located on the

Photograph 4:

490 Lawrence Way — View west of trash
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The Source Group, inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

L s L, SR BT

490 Lawrence Way — View of si

tencil stripping area located on the subject property.

490 Lawrence Way — View looking west of diesel and gas storage located on the subject
property,

oy

The Seurce Group, inc.



Client Name: City of Walnut Creek Photo Date: 5/7/12

Project: Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 7: 490 Lawrence Way ~ View of diesel and gas storage located on the subject property.

Photograph 8: 490 Lawrence Way — View of paint mixing area located on the subject property.

The Seurce Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

| Photograph 10: 490

P

Lawrence Way — View looking north of parking
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The Source Group, inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase [ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 11: 490 Lawrence Way — View looking east of | ‘parking area located along the southern
Dperimeter of the subject property.

n the subject property.

The Seurce Group, [nc.



Client Name: City of Walnut Creek Photo Date: 5/7/12
Project: Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

AT A YT B T DA

Photograph 13: 490 Lawrence Way — View looking at tool and supply storage located on the subject
property.

Photograph 14: 490 Lawrence Way — View looking sign drafting area located on the subject property.
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The Source Greup, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase [ ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

ng at sign production

The Source Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

i A= .

Photograph 17: 490 Lawrence Way — View looking at flammable storage located on the subject property.

‘ Photograph 18: 490 Lawrence Way — View looking storage and production area located on the subject
property.
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The Seurce Group, Ine.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase IESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

: Photograph 19: 490 Lawrence Way — View looking south of eastern end of building located on the subject
property.

The Source Group, ine.



Client Name: _City of Walnut Creek Photo Date; 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 21: 470 and 480 Lawrence Way — View looking west of impound yard and recycle center located

on the subject property.

470 Lawrence Way — View looking south of impound yard located on the subject property.
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The Seurce Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 23:

Photograph 24:

S T VT I T M D A ST

480 Lawrence Way — View looking

sacomse

ubject property.

The Seurce Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

[y impa Bakd R

Photograph 25: 480 Lawrence Way — View looking southeast
property.

of recycle center located on the subject

Photograph 26: 480 Lawrence Way — View looking south of recycle center located

on the subject property.
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The Seurce Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12
Project: Phase 1 ESA , 470, 480, and 490 Lawrence ‘Way, Walnut Creek, CA

ject property.

Photograph 28: west of recycle center located on the subject property.
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The Seurce Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase 1 ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 30: 480 Lawrence Way — View looking west of recycle center located on the subject property.

The Seurce Group, Inc.



Client Name: City of Walnut Creek Photo Date: 5/7/12

Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

480 Lawrence Way — View looking north of recycle center located on the subject property.

i Photograph 32:
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The Source Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12
Project: _Phase I ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

Photograph 33: 480 Lawrence Way — View looking at recycle center’s antifreeze storage and trash bin
located on the subject property.

§ %
Photograph 34: 480 Lawrence Way — View looking at recycle center’s used w
tank located on the subject property.
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The Source Group, Inc.



Client Name: _City of Walnut Creek Photo Date: 5/7/12

Project: _Phase ] ESA , 470, 480, and 490 Lawrence Way, Walnut Creek, CA

{ Photograph 35: 480 Lawrence Way — View looking at recycle center’s spill kit next to used oil above ground
storage tank located on the subject property.

The Seurce Group, Inc.
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Sacramento, CA 94250-5874

http://www.sco.ca.gov

S13-RDA-965



