OVERSIGHT BOARD FOR THE
| SUCCESSOR AGENCY TO THE
ARTESIA REDEVELOPMENT AGENCY
AGENDA REPORT

MEETING DATE: 7/3/12 CONTROL NO: ITEM NO: L{

SUBJECT: AMENDMENT TO THE FIRST AND SECOND ROPS RELATING TO THE
PIONEER BOULEVARD IMPROVEMENT PROJECT AND PARKING LOT
PROJECT

And -

RESOLUTION NO. 0B-12-04 A RESOLUTION OF THE OVERSIGHT
BOARD FOR THE SUCCESSOR AGENCY TO THE ARTESIA
REDEVELOPMENT AGENCY APPROVING AMENDED RECOGNIZED
OBLIGATION PAYMENT SCHEDULES PURSUANT TO HEALTH AND
SAFETY CODE SECTION 34177 AND TAKING CERTAIN ACTIONS IN
CONNECTION THEREWITH

FROM: SUCCESSOR AGENCY

PRESENTATION BY: JUSTINE MENZEL, DEPUTY CITY MANAGER

RECOMMENDATION

It is recommended that the Oversight Board approve Oversight Board Resolution No.
12-04, approving amended Recognized Obligation Payment Schedules.

BACKGROUND

On May 2, 2012, the Oversight Board approved the 1st and 2nd ROPS. Those ROPS
were then submitted to the California Department of Finance (“DOF”) for review and
approval.

By letter dated May 18, 2012, the DOF informed the City that it had approved the ROPS
except for four items on the 1st ROPS and three items on the 2nd ROPS. The rejected
items related to demolition work to clear Parking Authority property of existing structures
in preparation for the pavement of a parking lot (the “Parking Lot Project” which was one
item on the 1st ROPS) and work to complete the Pioneer Boulevard Improvement
Project as part of the Downtown Revitalization Project (3 items on the 1st ROPS and 3
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items on the 2nd ROPS). The basis for the DOF'’s denial of the demolition contract for
the Parking Lot Project was that the former Redevelopment Agency did not have a
written contract for the work. The basis for denial of the items for the Pioneer Boulevard
Street Improvement Project was that the listed agreements were with the City rather
than the former Redevelopment Agency.

On June 11, 2012, the Successor Agency adopted amendments to the 1st and 2nd
ROPS by way of Resolution No. ASA 12-14. The amendments deleted the items
disapproved by the DOF from the 1st and 2nd ROPS and added the anticipated costs of
the demolition work for the Parking Lot Project and the Pioneer Boulevard Improvement
Project as expenditures pursuant to the Advance and Reimbursement Agreement that
was already listed on the 1st and 2nd ROPS. By that resolution, the Successor Agency
also clarified that the expenditures under the denied items were already proper

expenses under an enforceable obligation that is listed as a separate line item on both
the 1st and 2nd ROPS.

The revised 1¥ and 2" ROPS is now submitted to the Oversight Board for its review
and approval along with a Resolution for the Oversight Board to approve the
amendments to the 1% and 2™ ROPS.

DISCUSSION AND ANALYSIS

A. Background and Status of Pioneer Boulevard Improvement Project and the
Demolition Work for the Parking Lot Project.

The Successor Agency to the Artesia Redevelopment Agency and the City of Artesia
are in the process of implementing a critically important project that has been ten years
in the making. That project is the Pioneer Boulevard Improvement Project. This project
involves improving the Old Downtown area of Artesia with improvements to its main
arterial roadway, Pioneer Boulevard. Those improvements include wider and
decorative sidewalks, the addition of decorate street furniture, street trees, a center
landscaped median and improved traffic signals. This project was the cornerstone of
the former redevelopment agency's plans to revitalize the blighted area of downtown
and was the principal project listed for the use of bond funds when the former Agency
issued bonds in 2007. It thereafter took several years to develop plans, alternatives to
them, obtain feedback and approval from the community, and eventually develop
working drawings for the Project.

A companion project was to build a parking lot or parking structure to serve the Old
Downtown area. A relatively small contract was awarded to a demolition contractor that
the City and Agency had used in the past, and this contractor was engaged to demolish
existing buildings on the property that is slated to become a parking lot of the Old
Downtown Area. Both projects are integral to the former Agency’s plans to revitalize the
City’s Old Downtown Area.
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Finally, in 2011, the Agency and City were ready to move forward with both Projects. At
that time, the City and Agency approved plans and sought and obtained public bids for
the Pioneer Boulevard Improvement Project in the spring of 2011. The public works
project for the Pioneer Boulevard Improvement Project was awarded on August 8, 2011,
and work commenced, after delays caused by a Sanitation District sewer line project, in
March 2012. The project is to be paid for with unspent bond funds of the former
redevelopment agency, as was originally contemplated in 2007 when the bonds were
issued. The full estimated cost of the Pioneer Boulevard Improvement Project to be
performed pursuant to the existing contract with Griffith Company together with
contingencies for change orders and corrections is $2.4 million. The full cost of
completed demolition work for the Parking Lot Project is $36,677.00.

Based on the DOF's rejection of the line items for this project in the ROPS on the
grounds that the City rather than the Agency was the contracting party, the City has
stopped the Pioneer Boulevard Improvement Project in mid-construction. Without the
ability of the Successor Agency to reimburse the City for the cost of this project, the City
cannot afford to complete the Project. Completion of this project by using the City funds
rather than the unspent redevelopment bond funds as originally contemplated, would
effectively eliminate the City’s General Fund reserve (deplete it from its current level of
approximately $2.7 million to approximately $300,000). In order to avoid that possibility,
the City has stopped the project in mid-construction. At the time the City received the
DOF's rejection letter, the project was in the condition shown in the photographs
attached to this staff report. Since that time, work has been taken to a logical stopping

point that does not pose risks to the public but still leaves the project substantially
incomplete.

This is an untenable situation and one that cannot be left unresolved. The City
potentially owes the contractor between $700,000 and $1.1 million for the work done to
date with only General Fund reserve funds to pay for those costs. The City and the
Griffith Company relied in good faith on the law at the time the contracts were approved
and the DOF’s action has effectively impaired those contracts in violation of the
contractor’s right not to have its contract voided by a subsequent state law.

For these reasons, the cost of these Projects should be [isted as an enforceable
obligation of the Agency on the 1% and 2™ ROPS through the amendments requested
today for the Oversight Board’s approval. The reasons the Oversight Board and the

DOF should approve the cost of these projects through the amendments to the ROPS
are explained in the next section of this report.

B. Background and Use of the Agency and City Advance and Reimbursement
Agreement.

By way of further historical background and explanation, in 2007, the former
Redevelopment Agency entered into the Advance and Reimbursement Agreement with
the City by which the Redevelopment Agency agreed to reimburse the City for costs
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incurred in constructing certain listed Redevelopment Agency projects. That Agreement
is for the Redevelopment Agency to reimburse the City when the City incurred costs on
Agency projects. The projects and the dollar amount of those projects are listed in
Exhibit A to that 2007 Agreement. The 2007 Agreement was validly entered into
pursuant to the Community Redevelopment Law at that time.

In March 2011, the Agency and City entered into an Amendment to that Advance and
Reimbursement Agreement by which the list of projects was revised and the dollar
amounts of the estimated project costs were updated. The 2011 Amendment was
entered into by the City and Redevelopment Agency before the enactment of AB X1 26
and AB X1 27. The Redevelopment Agency was fully authorized to enter into the
Amendment under the Community Redevelopment Law then in effect. Upon the
execution and delivery of Amendment, the Advance and Reimbursement Agreement, as
amended, was a valid and binding agreement of the Redevelopment Agency such that
when the City incurred costs to complete projects listed in that Agreement, the Agency
became obligated to reimburse the City for those costs.

C. Reliance of City and Agency on Redevelopment Laws in Effect at the Time.

On June 29, 2011, the Governor signed AB X1 26 and AB X1 27 and both laws took
effect immediately. AB X1 26 suspended redevelopment agency powers and required
the dissolution of redevelopment agencies. AB X1 27 allowed cities to “Opt In” to a
program by which the City would pay the state to retain its redevelopment agency.
Under those laws, once a city had adopted an “Opt In” Ordinance agreeing to pay the
state a specified amount of money, the city’'s redevelopment agency was exempt from
the suspension and dissolution provisions of AB X1 26.

On August 8, 2011, the City approved through second reading, the “Opt In” ordinance
agreeing to comply with AB X1 27 payments to the State. Pursuant to AB X1 26 and
AB X1 27, when the City had adopted that “Opt In” Ordinance, the Agency became
exempt from the dissolution provisions of AB X1 26 and regained its powers to continue
its redevelopment activities. Thus, under the law in effect at that time, the Artesia

Redevelopment Agency was exempted from the suspension and dissolution provisions
of AB X1 26.

On August 8, 2011, both the Agency and the City approved the Pioneer Boulevard
Improvement Project and approved the Griffith Company contract to carry out that
Project. Even though the contract documents themselves provide that the contracting
party was the City, the minutes of the joint City and Agency meeting show that both
entities approved the project and contract. The City and Agency did so because at that
point in time, the former Redevelopment Agency was not subject to AB X1 26, including
the provisions suspending redevelopment powers and because the Advance and
Reimbursement Agreement, as amended, was an effective, enforceable and legally
binding agreement of the former Redevelopment Agency. Consequently, on

August 8, 2011, the City's Agreement with the Griffith Company triggered the
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requirement in the previously existing (pre-June 27, 2011) Advancement and
Reimbursement Agreement for the Agency to reimburse the City for costs it incurred in
carrying out the Pioneer Boulevard Project, including the Griffith Company contract and
other contracted services that would carry out that Project. The Agency, City and the
Griffith Company all relied on that existing legal authority to enter into the contract and
incur costs in justifiable reliance thereon.

The City’s and Agency’s action to approve that contract with the Griffith Company, and
thus to invoke the obligation of the Agency to reimburse the City for that contract,

occurred prior to the Supreme Court’s Stay of redevelopment powers and activities on
August 11, 2011.

Only when AB X1 27 was invalidated by the Court in December 2011, did the Agency
become subject to part 1.85 (i.e., the AB X1 26 provisions governing the dissolution of
redevelopment agencies). Pursuant to AB X1 26, the provisions invalidating most city-
agency agreements, such as the Advance and Reimbursement Agreement, took effect
on February 1, 2012, upon the effectiveness of Part 1.85.

In summary, between the time when the City adopted the “Opt In” Ordinance,
referenced above, and the issuance of the Stay by the Supreme Court on

August 11, 2011, the Redevelopment Agency had the power to engage in
redevelopment activities and incur related obligations under the Community
Redevelopment Law. During that period, the Advance and Reimbursement was
effective and binding and the City and the Griffith Company justifiably and validly relied
on that Agreement in entering into contracts to carry out the Pioneer Boulevard
Improvement Project.

Similarly, the demolition work for the Parking Lot Project was contemplated as a listed
project and expense in the 2007 and 2011 amendment to the Advance and
Reimbursement Agreement.

Therefore the disputed agreements between the City and third parties became and
should remain enforceable obligations of the Successor Agency. To conclude
otherwise impairs a lawful contract between the City and a private third party in violation
of constitutional principles that preclude governments from enacting laws that impair
existing contracts with private third parties.

Pursuant to AB X1 26, a Successor Agency can only disburse funds pursuant to
enforceable obligations listed on a ROPS approved by the Successor Agency and the
Oversight Board. The DOF can disapprove items on a ROPS and return the disputed
items for reconsideration by the Oversight Board if the DOF requests background
documents and then acts within a limited period of time to reject the item.

The Successor Agency believes that the Advance and Reimbursement Agreement that
was and still is listed on the 1st and 2nd ROPS as an enforceable obligation should be
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treated as such for those City Agreements entered into in reliance upon the Advance
and Reimbursement Agreement to carry out the Pioneer Boulevard Project because all
of the required actions to make it a lawful enforceable obligation had occurred prior to:
(a) August 11, 2011, when the stay of RDA powers went into effect; (b) the December
29th Supreme Court’s action to invalidate AB X 1 27; and (c) the February 1, 2012,
dissolution of RDAs. In addition, the demolition work for the Parking Lot Project was
validly made an expense under the Advance and Reimbursement Agreement and was
carried out prior to the Agency's loss of redevelopment powers.

D. Budget Trailer Bill on Redevelopment (AB 1484).

On June 27, 2012, the Legislature enacted the so-called budget trailer bill for
redevelopment, also known as the AB 1X 26 “clean-up” bill. That bill (AB 1484) added
language to the Health & Safety Code to address contracts entered into during the
“‘window period” between the time a City had adopted an “Opt In” Ordinance and the
time redevelopment powers were suspended by the Supreme Court pursuant to its stay
issued in the litigation over the validity of AB X1 26.

Specifically, the new law provides that the state will not recognize as an enforceable
obligation contracts entered into by the former redevelopment agency after

June 27, 2011, and during this window period between the time redevelopment
agencies had regained their powers and before the California Supreme Court's stay of
those powers. (Health & Safety Code § 34177.3 (d)). The legal validity of this provision
will no doubt be hotly debated. Notwithstanding its questionable validity, the new

provision should not be applied to the Pioneer Boulevard Improvement Project for three
reasons.

First, the agreement between the Agency and the City by which the Agency became
obligated to reimburse the City for costs incurred on the Pioneer Boulevard
Improvement Project was adopted in 2007 and amended in March 2011. Both the
adoption and amendment of that Agreement occurred prior to June 27, 2012,
Consequently, the provision does not apply to exclude the Agency Agreement as being
an enforceable obligation because the Agreement and its amendment were in place
prior to June 27, 2011.

Second, at the time the City acted to approve the contract with the Griffith Company
neither the City nor the Agency was precluded under the law at the time from doing so
for the reasons mentioned earlier. Furthermore, the new provision does not directly
apply to preclude cities, as distinguished from redevelopment agencies, from entering
into new agreements. The provision only applies to preclude new redevelopment
agency agreements. Thus, the provision does not preclude a city from entering into a
contract during the “window period” and then having the Agency obligated for that cost
pursuant to an Agreement entered into by the Agency prior to June 27, 2011, as was
the case in this matter.
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Third, the clean-up bill also provides that Successor Agencies may create enforceable
obligations to wind down the work of the Agency. (Health & Safety Code § 34177.3 (b)).
The completion of the Pioneer Boulevard improvement Project is work to be completed
in winding down the work of the Agency:.

In addition, the clean-up bill provides an opportunity for Successor Agencies that
complete an audit process to obtain a “finding of compliance” with the law and allow
Successor Agencies to use unspent bond funds for the purposes for which they were
sold and in compliance with bond covenants. (Health & Safety Code § 34191.4 (c)). At
that point, the law would appear to permit the Successor Agency to use its unspent
bond funds to complete both the Pioneer Boulevard Improvement Project and the
Parking Lot Project. However, to wait until that process is complete in order to complete
the Pioneer Boulevard Improvement Project will mean that the City, Successor Agency,
the Griffith Company, other parties, and the general public and businesses along
Pioneer Boulevard will suffer significant financial injury, unless the Project is funded now
through an amendment to the ROPS and is allowed to be completed.

The Successor Agency believes that the financial stability of the City is at risk because
of the draconian and unreasonable requirements of the redevelopment dissolution law
combined with the actions of the DOF. The City cannot afford to pay for the work
already completed or to complete the work without seriously jeopard izing the City’s
ability to pay for unforeseen emergencies. The City cannot afford to incur the risk of
liability under the existing contract with the Griffith Company. The Successor Agency
cannot afford the cost of any litigation over this matter. For all these reasons, the
Successor Agency has substantial legal and practical reasons why the DOF should
allow the payment through an amendment to the ROPS.

Furthermore, if under the revised law, Successor Agencies may be allowed to use
unspent bond funds, and this project would be one allowed for that use, then
disapproval of a ROPS item for this Project at this time will not change the eventual
outcome on this matter and only cause substantial delay, costs, risks of litigation and
other problems for the City, the Successor Agency, the affected contractors and the
public at large in the meantime.

Finally, approval of this ROPS amendment will have no affect on the eventual amount of
property taxes or assets transferred to other taxing entities because all funds to pay for
the Pioneer Boulevard Improvement Project and the Parking Lot demolition work are to
be paid from unspent bond funds as specified on the ROPS and not from Property Tax
Trust funds. In sum, disapproval of this iter will impose unfair and great hardship on
the City, the Successor Agency, the Griffith Company, the businesses along Pioneer

Boulevard and the general public, but with no corresponding benefit to the state or other
taxing entities.

E. Requested Action of the Oversight Board.
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The Successor Agency and the City of Artesia are asking that the 1% and 2" Period
ROPS be amended to show that the dollar amount of the Pioneer Boulevard
Improvement Project and the demolition work for the Parking Lot Project be listed as
expenditures under the line item on the ROPS for the Advance and Reimbursement
Agreement between the City and the Agency.

Specifically, the amendments involve deleting the specific line items for the four
disputed contracts but including the dollar amount of those contracts under the existing
line item for the City/Agency Advance and Reimbursement Agreement. The
amendments are shown on Exhibits 1 and 2 of the draft Resolution.

If approved by the Oversight Board and the Department of Finance (by direct approval
or approval by default for failing to act in specified time periods), the Successor Agency
can reimburse the City for the ongoing costs of the Pioneer Boulevard Improvement
Project and the demolition work for the Parking Lot Project with the use of unspent bond
funds that are on hand with the Successor Agency. If disapproved by the Oversight
Board or the DOF, the Successor Agency will come back with a new proposal to amend
the ROPS to seek other ways to have this critically improvement project approved.

Finally, by this action, neither the Successor Agency nor the Oversight Board will be
asking the Department of Finance or the County Auditor to disburse any additional
Property Tax Trust Funds to the Successor Agency. There will be no change in the
amount of future Property Tax Trust funds flowing to other taxing entities. Rather, some
of the Successor Agency’s unspent bond funds will be allowed to be used for this

Project as originally contemplated and as relied upon by the City when the Project
contracts were approved.

For these reasons, the Successor Agency requests that the Oversight Board approve
Oversight Board Resolution No. 12-04, approving amendments to the 1%t and 2" ROPS.

Attachments:

Draft Resolution No. OB-12-04 with exhibits 1 and 2

Successor Agency Resolution No. ASA 12-14 with Exhibits Aand B
2007 Advance and Reimbursement Agreement

2011 Amendment to Advance and Reimbursement Agreement
Photos of Pioneer Boulevard Improvement Project in mid-construction
Rejection Letter from DOF

Successor Agency Responses to DOF’s Rejection

Recognized Obligation Payment Schedule Approval Letter
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RESOLUTION NO. OB-12-04

A RESOLUTION OF THE OVERSIGHT BOARD FOR THE
SUCCESSOR AGENCY TO THE ARTESIA REDEVELOPMENT
AGENCY APPROVING AMENDED RECOGNIZED OBLIGATION
PAYMENT SCHEDULES PURSUANT TO HEALTH AND SAFETY
CODE SECTION 34177 AND TAKING CERTAIN ACTIONS 1IN
CONNECTION THEREWITH

RECITALS:

A. AB X1 26 and AB X1 27 were signed by the Governor of California on
June 29,2011, making certain changes to the Community Redevelopment Law (Part 1
(commencing with Section 33000) of Division 24 of the California Health and Safety Code) (the
“Redevelopment Law™), including adding Part 1.8 (commencing with Section 34161) (“Part
1.8”) and Part 1.85 (commencing with Section 34170) (“Part 1.857).

B. The California Redevelopment Association and League of California Cities filed a
lawsuit in the Supreme Court of California (California Redevelopment Association, et al. v.
Matosantos, et al. (Case No. S194861)) alleging that AB X1 26 and AB X1 27 are
unconstitutional. On December 29, 2011, the Supreme Court issued its opinion in the
Matosantos case largely upholding AB X1 26, invalidating AB X1 27, and holding that AB X1
26 may be severed from AB X1 27 and enforced independently.

C. The Supreme Court generally reviéed the effective dates and deadlines for
performance of obligations in Part 1.85 arising before May 1, 2012, to take effect four months
later.

D. As a result of the Supreme Court’s decision, the Artesia Redevelopment Agency
(the “Redevelopment Agency™), a redevelopment agency in the City of Artesia (the “City™),
created pursuant to the Redevelopment Law, was dissolved pursuant to Part 1.85 on February 1,
2012.

E. By its Resolution No. 11-2299, adopted on August 29, 2011, the City Council of
the City made an election to serve as the successor agency for the Redevelopment Agency under
Part 1.85 (the “Successor Agency™).

F. By its Resolution No. ASA 12-01, adopted on February 13, 2012, the City
Council, acting as the governing board for the Successor Agency, established rules and
regulations applicable to the governance and operation of the Successor Agency, and pursuant to
such resolution provided that the Successor Agency will be governed by a Board of Directors
(the “Board™) consisting of the members of the City Council of the City.

G. Health and Safety Code Section 34177(1), as modified by the California Supreme
Court, provides that by March 1, 2012, the Successor Agency must prepare a draft initial
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Recognized Obligation Payment Schedule (“ROPS™) for the enforceable obligations of the
- former Redevelopment Agency, in accordance with the requirements of Section 34177(1).. The
certified Recogmzed Obligation Payment Schedule must be submitted to and approved by the
oversight board. Finally, after approval by the oversight board, a copy of the approved
Recognized Obligation Payment Schedule must be submitted to the county auditor-controller, the
State Controller and the State Department of Finance (“DOF”), and be posted on the Successor
Agency’s web site.

H. On September 26, 2011, the former Artesia Redevelopment Agency adopted a
draft ROPS. Thereafter, on April 9, 2012, the Successor Agency adopted the ROPS for the
January 1, 2012 through June 30, 2012 period (“1* ROPS™) and the July 1, 2012 through
December 31, 2012 period (“2lld ROPS™).

I. On May 2, 2012, the Oversight Board approved the 1% and 2™ ROPS and those
ROPS were submitted to the California Department of Finance (“DOF”) for review and
approval. Thereafter, those Oversight Board adopted ROPS were thereafter updated and
amended by the Successor Agency on May 14, 2012,

J. By letter dated May 18, 2012, the DOF informed the City that it had approved the
ROPS except for four items on the 1% ROPS and three items on the 2™ ROPS. These rejected
items related to demolition work to clear the property in preparation for the pavement of a
parking lot (one item on the 1® ROPS) and work to complete the Pioneer Boulevard Street
Improvement Project as part of the Downtown Revitalization Project (3 items on the 1* ROPS
and 3 items on the 2™ ROPS). The basis for the denial of the demolition contract was that the
former Redevelopment Agency did not have a written contract for the work. The basis for denial
of the items for the Pioncer Boulevard Street Improvement Project was that the listed agreements
were with the City rather than the former Redevelopment Agency.

K. On May 22, 2102 and May 23, 2012, the Successor Agency staff submitted letters
to the DOF asking for reconsideration of its action based on the rationale that the Advance and
Reimbursement Agreement listed in the 1st and 2nd ROPS should be allowed to cover those City
Agreements that were disallowed by DOF because those obligations were a valid and legally
binding obligation of the former Redevelopment Agency at the time those contracts were
approved by the City. To date, the Successor Agency has not received a response to its request
to the DOF for reconsideration. On May 235, 2012, the Successor Agency was informed that the
1% and 2™ ROPS was approved excluding the disputed items.

L. On June 11, 2012, the Successor Agency adopted amendments to the 1* and 2"
ROPS by way of Resolution No. ASA 12-14. The amendments deleted the items disapproved by
the DOF from the 1% and 2" ROPS and added the anticipated costs of the Pioneer Boulevard
Project as expenditures pursuant to the Advance and Reimbursement Agreement that was already
listed on the 1* and 2™ ROPS. By that resolution, the Successor Agency also clarified that the
expenditures under the denied items were already proper expenses under an enforceable
obligation that is listed as a separate line item on both the 1™ and 2™ ROPS.
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M. As part of its approval of the amendments to the 1* and 2" ROPS, the Successor
Agency Board found that the former Redevelopment Agency was contractually obligated to pay
for the City’s costs of these contracts pursuant to an Advance and Reimbursement Agreement
between the former Agency and the City that was entered into in 2007 and amended in March
2011, which Agreement was a valid and binding obligation of the former Redevelopment
Agency when the City approved those contracts. Therefore, the proposed amendments to the 1%
and 2°¢ ROPS are intended to make clear that the dollar amounts for those contracts are the
dollar amount that the Agency owed the City under the Advance and Reimbursement Agreement
as of August 8, 2011.

N. The Oversight Board concurs with the Successor Agency’s findings and
determinations and desires to adopt this Resolution approving an amended Recognized
Obligation Payment Schedule.

NOW, THEREFORE, THE OVERSIGHT BOARD FOR THE SUCCESSOR
AGENCY TO THE ARTESIA REDEVELOPMENT AGENCY, HEREBY FINDS,
DETERMINES, RESOLVES, AND ORDERS AS FOLLOWS:

Section 1. The above recitals are true and correct and are a substantive part of this
Resolution.

Section 2. The Oversight Board makes the following additional findings in
connection with the amendments to the 1% and 2™ ROPS:

A. In 2007, the former Redevelopment Agency entered into the Advance and
Reimbursement Agreement with the City by which the Redevelopment Agency agreed to
reimburse the City for costs incurred in constructing certain listed Redevelopment Agency
projects. This Agreement is not an agreement for the City to loan money to the Redevelopment
Agency but rather an agreement for the Redevelopment Agency fo reimburse the City when the
City incurred costs on Agency projects. The projects and the dollar amount of those projects are
listed in Exhibit A to that 2007 Agreement. The 2007 Agreement was validly entered into
pursuant to the Community Redevelopment Law at that time.

B. In March 2011, the Agency and City entered into an Amendment to that Advance
and Reimbursement Agreement by which the list of projects was revised and the dollar amounts
of the estimated project costs were updated. The 2011 Amendment was entered into by the City
and Redevelopment Agency before the enactment of AB X1 26 and AB X1 27. The
Redevelopment Agency was fully authorized to enter into the Amendment under the Commumity
Redevelopment Law then in effect. Upon the execution and delivery of Amendment, the
Advance and Reimbursement Agreement, as amended, was a valid and binding agreement of the
Redevelopment Agency.

C. On August 8, 2011, the City approved through second reading, the “Opt In”
ordinance agreeing to comply with AB X1 27 payments to the State. Thus, under the law in
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effect at that time, the Artesia Redevelopment Agency was exempted from the suspension and
dissolution provisions of AB X1 26.

D. On August 8, 2011, the City approved the Pionecer Boulevard Project and
approved the Griffith Company contract to carry out that Project. The City did so because at that
point in time, the former Redevelopment Agency was not subject to AB X1 26, including the
provisions suspending redevelopment powers and the Advance and Reimbursement Agreement,
as amended, was an ecffective, enforceable and legally binding agreement of the former
Redevelopment Agency. Consequently, on August 8, 2011, the City’s Agreement with the
Griffith Company triggered the requirement in the previously existing (pre-June 27, 2011)
Advancement and Reimbursement Agreement for the Agency to reimburse the City for costs it
incurred in carrying out the Pioneer Boulevard Project, including the Griffith Company contract
and other contracted services that would carry out that Project.

E. The City’s action to approve that contract with the Griffith Company, and thus to
invoke the obligation of the Agency to reimburse the City for that contract, occurred prior to the
Supreme Court’s Stay of redevelopment powers and activities on August 11, 2011.

F. Only when AB X1 27 was invalidated by the Court in December 2011, the
Agency became subject to part 1.85 (i.e., the AB X1 26 provisions governing the dissolution of
redevelopment agencies). Pursuant to AB X1 26, the provisions invalidating most city-agency
agreements such as the Advance and Reimbursement Agreement only took effect on February 1,
2012, upon the effectiveness of Part 1.85.

G. Between the time when the City adopted the “Opt In” Ordinance, referenced in
Paragraph C of this Section, and the issuance of the Stay by the Supreme Court on August 11,
2011, the Redevelopment Agency had the power to engage in redevelopment activities and incur
related obligations under the Community Redevelopment Law. During that period, the Advance
and Reimbursement was effective and binding and the City and the City’s contractors justifiably
and validly relied on the Agreement. Therefore the three disputed agreements between the City
and third parties became and should remain enforceable obligations of the Successor Agency.

H. The Advance and Reimbursement Agreement is listed on the 1¥ and 2™ ROPS as
an enforceable obligation and should be treated as such for those City Agreements entered into in
reliance on the Advance and Reimbursement Agreement to carry out the Pioneer Boulevard
Project because all of the required actions to make it a lawful enforceable obligation had
occurred prior to: (a) August 11, 2011, when the stay of RDA powers went into effect; (b) the
December 29th Supreme Court’s action to invalidate AB X 1 27; and (c¢) the February 1, 2012,
dissolution of RDAs.

L. On June 27, 2012, the Legislature enacted the so-called budget trailer bill for
redevelopment, also known as the AB 1X 26 “clean-up” bill. That bill (AB 1484) added
language to the Health & Safety Code to address contracts entered into during the “window
period” between the time a City had adopted an “Opt In” Ordinance and the time redevelopment
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powers were suspended by the Supreme Court pursuant to its stay issued in the litigation over the
validity of AB X1 26. The “clean-up” bill provides that the state will not recognize as an
enforceable obligation contracts entered into by the former redevelopment agency after June 27,
2011 and during this window period between the time redevelopment agencies had regained their
powers and before the California Supreme Court’s stay of those powers. (Health & Safety Code
§ 34177.3 (d)) The Oversight Board finds that the new provision should not be applied to the
Pioneer Boulevard Improvement Project for three reasons:

(1)  The agreement between the Agency and the City by which the Agency became
obligated to reimburse the City for costs incurred on the Pioneer Boulevard Improvement Project
was adopted in 2007 and amended in March 2011. Both the adoption and amendment of that
Agreement occurred prior to June 27, 2012. Consequently, the provision does not apply to
exclude the Agency Agreement as being an enforceable obligation because the Agreement and
its amendment were in place prior to June 27, 2011.

(2) At the time the City acted to approve the contract with the Griffith Company
neither the City nor the Agency was precluded under the law at the time from doing so for the
recasons mentioned earlier. Furthermore, the new provision does not directly apply to preclude
cities, as distinguished from redevelopment agencies, from entering into new agreements. The
provision only applies to preclude new redevelopment agency agreements. Thus, the provision
does not preclude a city from entering into a contract during the “window period” and then
having the Agency obligated for that cost pursuant to an Agreement entered into by the Agency
prior to June 27, 2011, as was the case in this matter.

3) The “clean-up” bill also provides that Successor Agencies may create enforceable
obligations to wind down the work of the Agency. (Health & Safety Code § 34177.3 (b)). The
completion of the Pioneer Boulevard Improvement Project is work to be completed in winding
down the work of the Agency.

J. The Oversight Board further finds that if the “clean-up™ bill provides an
opportunity for Successor Agencies that complete an audit process to obtain a “finding of
compliance” with the law, then the clean-up bill may allow the Successor Agencies to use
unspent bond funds for the purposes for which they were sold and in compliance with bond
covenants. (Health & Safety Code § 34191.4 (c)). At that point, the law would appear to permit
the Successor Agency to use its unspent bond funds to complete both the Pioneer Boulevard
Improvement Project and the Parking Lot Project. To wait until that process is complete in order
to complete the Pioneer Boulevard Improvement Project will mean that the City, Successor
Agency, the Griffith Company, other parties, and the general public and businesses along
Pioneer Boulevard will suffer significant financial injury, unless the Project is funded now
through an amendment to the ROPS and is allowed to be completed.

K. The Oversight Board concurs with the Successor Agency that the financial

stability of the City is at risk because of the draconian and unreasonable requirements of the
redevelopment dissolution law combined with the disapproval of the identified items on the
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Successor Agency’s ROPS. The Oversight Board understands that the City cannot afford to pay
for the work already completed or to complete the work without seriously jeopardizing the City’s
ability to pay for unforeseen emergencies. The Oversight Board also understands that the City
cannot afford to incur the risk of liability under the existing contract with the Griffith Company
and that the Successor Agency cannot afford the cost of any litigation over this matter. For all
these reasons, the Oversight Board concurs with the Successor Agency that there are substantial
legal and practical reasons why the DOF should allow the payment through an amendment to the
ROPS.

L. Therefore, the expenditures and continuing expenditures under those three City
agreements for the Pioneer Boulevard Project should be approved as enforceable obligations by
listing the dollar amount of those contracts under the line items for the Advance and
Reimbursement Agreement.

M. The same rationale applies to the Tim Greenleaf contract as it applies to the
Parking Structure Project that is also listed on the Exhibit to the Advance and Reimbursement
Agreement which project was approved and thus an obligation of the former Redevelopment
Agency prior to the suspension of redevelopment powers on August 11, 2011.

Section 3. This Resolution is adopted pursuant to Health and Safety Code Section
34177.

Section 4. Based on all the facts and findings contained in this Resolution and all the
evidence in the record of this matter, the Oversight Board hereby approves the amendments to
the 1% ROPS and 2™ ROPS substantially in the form attached as Exhibits 1 and 2 to this
Resolution and incorporated herein by reference (the “Amendments to ROPS™).

Section 3. The Oversight Board hereby confirms its previous designation of the
deputy city manager/finance officer as the official to whom the DOF may make requests for
review in connection with the Amendments to ROPS and who shall provide the DOF with the
* telephone number and e-mail contact information for the purpose of communicating with the
DOF.

Section 6. The officers and staff of the Successor Agency are hereby authorized and
directed, jointly and severally, to do any and all things which they may deem necessary or
advisable to effectuate this Resolution, including submitting the amendments to ROPS to the
DOF for review, and any such actions previously taken by such officers are hereby ratified and
confirmed.
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PASSED AND ADOPTED this 3rd day of July, 2012.

William A. Holt, Chairman

ATTEST:

Gloria Considine, Secretary
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RESOLUTION NO. ASA 12-14

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE
SUCCESSOR AGENCY TO THE ARTESIA REDEVELOPMENT
AGENCY APPROVING AMENDED RECOGNIZED OBLIGATION
PAYMENT SCHEDULES PURSUANT TO HEALTH AND SAFETY
CODE SECTION 34177 AND TAKING CERTAIN ACTIONS IN
CONNECTION THEREWITH

RECITALS:

A AB X1 26 and AB X1 27 were signed by the Governor of California on June 29,
2011, making certain changes to the Community Redevelopment Law (Part 1 (commencing with
Section 33000) of Division 24 of the California Health and Safety Code) (the “Redevelopment
Law™), including adding Part 1.8 (commencing with Section 34161) (“Part 1.8”} and Part 1.85
(commencing with Section 34170} (“Part 1.85™).

B. The California Redevelopment Association and League of California Cities filed a
lawsuit in the Supreme Court of California (California Redevelopment Association, et al. v.
Matosantos, et al. (Case No. 8194861)) alleging that AB X1 26 and AB X1 27 are
unconstitutional. On December 29, 2011, the Supreme Court issued its opinion in the
Matosantos case largely upholding AB X1 26, invalidating AB X1 27, and holding that AB X1
26 may be severed from AB X1 27 and enforced independently. ’

C. The Supreme Court generally revised the effective dates and deadlines for
performance of obligations in Part 1.85 arising before May 1, 2012, to take effect four months
later. .

I

D. As a result of the Supreme Court’s decision, the Artesia Redevelopment Agency
(the “Redevelopment Agency”), a redevelopment agency in the City of Artesia (the “City™),
created pursuant to the Redevelopment Law, was dissolved pursuant to Part 1.85 on February 1,
2012.

E. By its Resolution No. 11-2299, adopted on Aungust 29, 2011, the City Council of
the City made an election to serve as the successor agency for the Redevelopment Agency under
Part 1.85 (the “Successor Agency™).

F. By its Resolution No. ASA 12-01, adopted on February 13, 2012, the City
Council, acting as the governing board for the Successor Apency, established rules and
tegulations applicable to the governance and operation of the Successor Agency, and pursuant to
such resolution provided that the Successor Agency will be governed by a Board of Directors
{the “Board™) consisting of the members of the City Council of the City.

G. Health and Safety Code Section 34177(1), as modified by the California Supreme
Court, provides that by March 1, 2012, the Successor Agency must prepare a draft initial
Recognized Obligation Payment Schedule (“ROPS™) for the enforceable obligations of the
former Redevelopment Agency, in accordance with the requirements of Section 34177(1).. The
draft schedule must be reviewed and certified, as to its accuracy, by an external auditor
designated at the county auditor-controller’s direction pursuant to Health and Safety Code
Section 34182. The certified Recognized Obligation Payment Schedule must be submitted to
and approved by the oversight board. Finally, after approval by the oversight board, a copy of
the approved Recognized Obligation Payment Schedule must be submitted to the county auditor-
controller, the State Controller and the State Department of Finance (“DOF”), and be posted on
the Successor Agency’s web site.

H. On September 26, 2011, the former Artesia Redevelopment Agency adopted a
draft ROPS. Thereafier, on April 9, 2012, the Successor Agency adopted the ROPS for the
January 1, 2012 through June 30, 2012 perod (“1* ROPS™) and the July 1, 2012 through
December 31, 2012 period (“2* ROPS”).
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L On May 2, 2012, the Oversight Board approved the 1% and 2™ ROPS and those
ROPS were submitted to the Califormia Department of Finance (“DOF”) for review and
approval. Thereafter, those Oversight Board adopted ROPS were thereafier updated and
amended by the Successor Agency on May 14, 12

I By letter dated May 18, 2012, the DOF informed the City thiat it had approved the
ROPS except for four items on the 1% ROPS and three items on the 2™ ROPS. These rejected
items related to demolition work to clear the property in preparation for the pavement of a
parking lot (one item on the 1* ROPS) and work to complete the Pioneer Boulevard Street
Improvement Project as part of the Downtown Revitalization Project (3 items on the 1% ROPS
and 3 items on the 2™ ROPS). The basis for the denial of the demolition contract was that the
former Redevelopment Agency did not have a written contract for the work. The basis for denial
of the items for the Pioneer Boulevard Street Improvement Project was that the listed agreements
were with the City rather than the former Redevelopment Agency.

K. On May 22, 2102 and May 23, 2012, the Successor Agency staff submitted letters
to the DOF asking for reconsideration of its action based on the rationale that the Advance and
Reimbursement Agreement listed in'the 1st and 2nd ROPS should be allowed to cover those City
Agreements that were disallowed by DOF because those obligations were a valid and legally
binding obligation of the former Redevelopment Apgency at the time those contracts were
approved by the City. To date, the Successor Agency has not received a response to its request
to the DOF for reconsideration. On May 25, 2012, the Successor Agency was informed that the
1% and 2™ ROPS was approved excluding the disputed items.

L. Based on the DOF rejection of the seven items mentioned above, Successor
© Agency staff requests the Successor Agency Board to amend the 1% and 2™ ROPS to clarify that

the expenditures under the denied items are proper expenses under an enforceable obligation that -

is listed as a separate line item on both the 1% and 27 ROPS.

M. The Successor Agency Board finds that the former Redevelopment Agency was
contractually obligated to pay for the City’s costs of these contracts pursuant to an Advance and
Reimbursement Agreement between the former Agency and the City, which Agreement was a
valid and binding obligation of the former Redevelopment Agency when the City approved those
contracts. Therefore, the proposed amendments to the 1% and 2™ ROPS are intended to make
clear that the dollar amounts for those contracts are the dollar amount that the Agency owed the
City under the Advance and Reimbursement Agreement as of Augnst 8, 2011.

N. Accordingly, the Board desires to adopt this Resolution approving an amended
Recognized Obligation Payment Scheduie.

NOW, THEREFORE, THE BOARD OF DIRECTORS OF THE SUCCESSOR
AGENCY TO THE ARTESIA REDEVELOPMENT AGENCY, HEREBY FINDS,
DETERMINES, RESOLVES, AND ORDERS AS FOLLOWS:

Section 1. The above recitals are true and correct and are a substantive part of this
Resolution.

Section 2. The Successor Agency Board makes the following additional findings in
comnection with the amendments to the 1% and 2! ROPS:

A In 2007, the former Redevelopment Agency emtered into the Advance and
Reimbursement Agreement with the City by which the Redevelopment Agency agreed to
reimburse the City for costs incwred in constructing certain listed Redevelopment Agency
projects. This Agreement is not an agreement for the City to loan money to the Redevelopment
Agency but rather an agreement for the Redevelopment Agency to reimburse the City when the
City incurred costs on Agency projects. The projects and the dollar amount of those projects are
listed in Exhibit A to that 2007 Agreement. The 2007 Agreement was validly entered into
pursuant to the Community Redevelopment Law at that time.

B. In March 2011, the Agency and City entered into an Amendment to that Advance
and Reimbursement Agreement by which the list of projects was revised and the dollar amounts
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of the estimated project costs were updated. The 2011 Amendment was entered into by the City
and Redevelopment Agency before the enactrnent of AB X1 26 and AB X1 27. The
Redevelopment Agency was fully authorized to enter into the Amendment under the Community
Redevelopment Law then in effect. Upon the execution and delivery of Amendment, the
Advance and Reimbursement Agreement, as amended, was a valid and binding agreement of the
Redevelopment Agency. =

C. On August 8, 2011, the City approved through second reading, the “Opt In”
ordinance agreeing to comply with AB X1 27 payments to the State. Thus, under the law in
effect at that time, the Artesia Redevelopment Agency was exempted from the suspension and
dissolution provisions of AB X1 26.

D. On August 8, 2011, the City approved the Pioneer Boulevard Project and
approved the Griffith Company coniract to carry out that Project. The City did so because at that
point in time, the former Redevelopment Agency was not subject to AB X1 26, including the
provisions suspending redevelopment powers and the Advance and Reimbursement Agreement,
as amended, was an eoffective, enforceable and legally binding agreement of the former
Redevelopment Agency. Consequently, on August 8, 2011, the former Redevelopment Agency
became contractually committed to reimburse the City for costs it incurred in carrying out the
Pioneer Boulevard Project, including the Griffith Company contract and other contracted
services that would carry out that Project.

E. The City’s action to approve that contract with the Griffith Company, and thus to
invoke the obligation of the Agency to reimburse the City for that contract, occurred prior to the
Supreme Court’s Stay of redevelopment powers and activities on August 11, 2011.

- F. Only when AB X1 27 was invalidated by the Court in December 2011, the
Agency became subject to part 1.85 (i.e., the AB X1 26 provisions governing the dissolution of
redevelopment agencies). Pursuant to AB X1 26, the provisions invalidating most city-agency
agreements such as the Advance and Reimbursement Agreement only took effect on February 1,
2012, upon the effectiveness of Part 1.85. '

G. Between the time when the City adopted the “Opt In” Ordinance, referenced in

Paragraph C of this Section, and the issuance of the Stay by the Supreme Court on August 11,

2011, the Redevelopment Agency had the power to engage in redevelopment activities and incur
related obligations under the Community Redevelopment Law. During that period, the Advance
and Reimbursement was effective and binding and the City justifiably and validly relied on the
Agreement. Therefore the three disputed agreements became and should remain enforceable
obligations of the Successor Agency.

H. The Advance and Reimbursement Agreement is listed on the 1% and 2™ ROPS as
an enforceable obligation and should be treated as such for those City Apgreements entered inte in
reliance on the Advance and Reimbursement Agreement to carry out the Pioneer Boulevard
Project because all of the required actions to make it a lawful enforceable obligation had
occurred prior to: () August 11, 2011, when the stay of RDA powers went into effect; (b) the
December 29th Supreme Court’s action to invalidate AB X 1 27; and (c) the February 1, 2012,
dissolution of RDAs.

L Therefore, the expenditures and continuing expenditures under those three City
agreements for the Pioneer Boulevard Project should be approved as enforceable obligations
either with the dollar amounts for those contracts listed as they are on the ROPS or by including
the dollar amount of those contracts uader the line items for the Advance and Reimbursement
Agreement.

T. The same rationale applies to the Greenleaf contract as it applies to the Parking
Structure Project that is alse listed on the Exhibit to the Advance and Reimbursement Agreement
which project was approved and thus an obligation of the former Redevelopment Agency prior to
the suspension of redevelopment powers on August 11, 2011.
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Section 3. This Resolution is adopted pursuant to Health and Safety Code Section
34177.

Section 4. Based on all the facts and findings contained in this Resolution and all the
evidence in the record of this matter, the Board hereby approves the amended 1% ROPS and 2™
ROPS substantially in the form attached as Exhibits A and B to this Resohition and incorporated
herein by reference (the “Amended ROPS™). The Executive Director of the Successor Agency,
in consultation with the Successor Agency’s legal counsel, may modify the Amended ROPS as
the Executive Director or the Successor Agency’s legal counsel deems necessary or advisable.

Section 3. The Board hereby confirms its previous designation of the deputy city
manager/finance officer as the official to whom the DOF may make requests for review in
connection with the Amended ROPS and who shall provide the DOF with the telephone number
and e-mail contact information for the putpose of communicating with the DOF.

Section 6. The officers and staff of the Successor Agency are hereby authorized and
directed, jointly and severally, to do any and all things which they may deem necessary or
advisable to effectuate this Resolution, including submitting the amended ROPS to the oversight
board for approval, and any such actions previously taken by such officers are hereby ratified
and confirmed.

PASSED AND ADOPTED this 11th day of June, 2012.

ATTEST:

Gloria Considine, Secretary

1, Gloria Considine, Secretary of the City of Artesia Successor Agency to the Redevelopment
Agency, do hereby certify that the foregoing resolution was introduced and adopted at an Special
Meeting of the Successor Agency to the Redevelopment Agency of the City of Artesia held on
the 11% day of June, 2012 by the following roll call vote:

AYES: AGENCY MEMBERS: Canales, Lima, Manalo, Lyon and Flowers
NOES: AGENCY MEMBERS: None
ABSENT: AGENCY MEMBERS: None
ABSTAIN: AGENCY MEMBERS: None

(M%&@}M

Gloria Considine, Secretary
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ADVANCE AND REIMBURSEMENT AGREEMENT

THIS ADVANCE AND REIMBURSEMENT AGREEMENT (this "Agreement”)
is entered info as of September 1, 2007, by and between the ARTESIA REDEVELOPMENT
AGENCY, a public body, corporate and politic (hereinafter referred to as the "Agency"), and the
CITY OF ARTESIA, a municipal corporation (hereinafiter referred to as the "City").

RECITALS:

Al Pursuant to the Community Redevelopment Law (California Health and
‘Safety Code Section 33000, et seq.) the Agency is undertaking a program for the redevelopment
of blighted areas in the City and, in that regard, pursuant to Hlealth and Safety Code Section
33445, the Agency proposes to pay for the value of the land (the “Prc :%’i-ty”) for, and the cost of
the installation and construction of certain public improvements des&rited on Exkibit A hereto

(collectively, the "Improvements") for the benefit of the Aﬁesi@lRedevelaﬁr%sn;ﬁbj ect Area
(the “Project Area”). oo,

S5
Tk, il
'I!"E:"j!

‘ | . ‘?1 i .ﬂ.:iz: )
B. The City intends to acquire the Pyopgrty andgﬁtendﬁ to install and
construct the Improvements to assist in the elimination of blight uﬁ%m, Project Area.
' didi, nte
A u,-,l)fﬁ’ el iy,

i et

C.  Ininstances where the Gity hé"sﬁq"iigégluded

%ﬁ acquisition of the Property
and/or the Improvements in its budget or ca ial improvéinents program, the City has done so
with the expectation that the Agency will ffay F@@jor reimbtirse the City for its payment of the
cost thereof. No moneys of the City wete, are, o agg easonably expected to be, available on a
long-term basis under the budget ofﬁ”’pl improvestients program of the City to pay for the cost
of such Property and Improvemegils. -'ﬁ% N

D. esiant ta ﬁﬁi%ggﬁqgg{”@l%tinn.s, understandings, ot budget or capital
improvemenis program €ongic erations &t the City and the Agency, the cost of the Property and
Improvements has been alloca‘ﬁ%g to the Agency and the City and the Agency have previously
taken certain actigrigindicating tﬁéﬁfobjective and reasonable expectation that the Agency would
reimburse the Gity for all of expénditures by the City for the Property and Improvements from

aggﬁﬂa‘blevtﬂ the Agency therefor, subject to the provisions of this Agreement.

The City and the Agency desire to enter into this Agreement to acknowledge the

. above recitals and to provide for the advance by the City and the payment or retmbursement by
the Agency of the cost of the acquisition of the Property and the installation and constraction of
the Improvements. Pursuant to this Agreement, the Agency agréees to pay to or for the benefit of
the City the cost of acquiring the Property, including payment of related costs, and agrees to pay
to or for the benefit of the City the cost of the instailation and construction of the Improvements,
including payment of related costs, subject to the provisions of this Agreement. By providing for

11019-00014994639v1.doe
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the acquisition of the Property and the undertaking of the Improvements, the City has advanced
and will continne to advance the cost of the foregoing to the Agency.

The Improvements are described on Exhibit A. Without Amendment of this
Agreement, the Agency shall pay for, or reimburse to the City, not more than the budgeted COSts
thereof, as set forth on Exhibit A. ‘

Section2. - Construction and Installation

The City shall perform all required preparatory work for the Improvements,
including the acquisition of Property, and shall install and construct, or cause to be installed and
constructed, the Improvements not previously installed and constructed., The City shall retain a
person or entity experienced in the design and construction of the Im%%ﬁ%ements to undertake the
design of the Improvements and to prepare plans and specifications crefor The"ty shall, int
accordance with all applicable federal, state and local laws, rules and reglﬁag s#install and
construet, or cause to be installed and constructed, the hnproveﬁ%eg; n aocoﬁhnce with such

plans and specifications. . M‘;i

Je"j“iffa
Section 3. Agency to Pay all Costs *a»% “--‘i}%@
4§§ Pl {?{Q‘&L
The Agency and the City hereby.agreciat the cost of the acquisition of necessary
Property and the installation and censtructigfiéof the Imﬁ&@;vegnents paid for by the City constitute
an advance to the Agency by the City. Su Jcct‘%@ the provﬁ.wns of this Agreement, the Agency .
hereby agrees to reimburse the City thecost of théﬂ&ac%wsmon of the necessary Property,
including payment of related costs, ?ﬁ‘x 0sts ol iHie installation and construction of the
Improvements, including paymenj’;of relg;tgg\zgosts 2l of which costs shall not exceed the
budgeted costs thereof as set fortl?jgm Exhibi g without amendment of this Agreement.

i F
<
Section %P%%eunburﬁ”ment Costs

Tk;e»@ﬂg, shall, zﬁi'fi%ﬁ%mg acquisition of the Property and the completion of the
various Improy, ﬁ;ﬁwnts Jor vmoﬁg portions thereof, submit to the Agency a statement or
statements shiwitag thb*%&@st% of the Improvements incurred by the City, including the acquisition
of necessar&ﬁ;;ope% due to be paid by the Agency pursuant to this Agreement. Such amounts

. may 1119“1%&6 pr g;_ess 1 ‘:‘ yments.
"'ﬁ%\? (?Z'
*%% Se@txon 5 Re1mbursernent by the Agency
i,
ey gr“wtw

Within a reasonable time after the submission of each statement 1o the Agency
pursuant to Section 4 hereof, the Agency shall pay to or for the benefit of the City all amounts
due thereunder from any revenues of the Agency lawfully available therefor. Amounts not paid
by the Agency to the City within 30 days of the date of a statement shall bear interest at the same
rate paid to the City on its funds invested in the Local Agency Investment Fund (“LATF”) from
the date of such statement to the date of repayment. In the event there is a change in the LAIF
imterest rate during the applicable petiod, the highest interest rate during that period shall apply.

11019-0001994639v].doc



In any event, all amounts due pursuat to a statement, together with interest thereon, shall be
repatd by the Agency to the City by the following Jime 30. The obligations of the Agency under
this Agreement shall constitute an indebtedness of the Agency within the ‘meaning of Health and
-Safety Code Section 33670 et seq.

Section 6. Oblization to Pay Subordinate to Other Obligations

The obligation of the Agency to make payments to or for the benefit of the City
under this Agreement shall, without necessity of further action by the Agency or the City, be
junior and subordinate to all other obligations of indebtedness heretofore or hereafter voluntarjly
incurred by the Ageuncy.

i
Section 7. Limit on Total Qutstanding Advances %ﬁgﬁv to Agency
g
The total amount of outstanding advances made by the C]t% : th@r-@ gency in any
fiscal year pursuant to this Agreement and pursuant to any otk dyance and} Embursement
agreement shall not exceed the aggregate amount of amlc‘épated ’ ent revenue and other
financing sources available to the Agency for rennbm‘mﬁwm to th,g;C‘ﬂy in that year, after taking
into account all other obh gahons of the Agency in that fiscalyear. *%4;:1 4
Papa, it
Section8.  Effect and Duration ¢ ”@mveuants

: The covenants established 1 t’ru greemeﬁ% hall, without regard to technical
classification and designation, be bmdi}l%g on the ]_:mg@ghereto and their successors in imterest.

Section 9. Non

& Ofﬁc%als and Emplovees

No Agenc fﬁomd ﬁ%ﬁuncﬂmmber, official, agent, or employec of the
Agency or the City shallﬂb% rsonally Ifable to the other parties, or any successor in interest, in
the event of any default or breﬁ%;h by the Agency or the City, or for any amount which may

Agreemcnt

;ﬁ

?«'}%;w 53 tg":{

Sy
Faas ,éec@?gh 10 Obligation to Refrain from Discrimination ,

,1 ‘i

%;; Thng1fy covenants and agrees for itself, its successors and assigns that there shall
be no ﬁ‘qgcnm] ton: against or segregation of any person or group of persons on account of any
basis ]151@&?@? sitbdivision (a).or (d) of Section 12955 of the Califormia Government Code, as
those bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the California Government Code, in
the sale, lease, sublease, transfer, use, occupancy, tenure or enjoynient of the Property or
Improvements, nor shall the City, or any person claiming under or through the City, establish or
permit any practice or practices of discrimination or segregation with reference to the selection,
location, number, use or occupancy of tenants, lessees, subtenants, sublessees or vendees of the
Property or Improvements.

11019-00014994639vi doc



Notwithstanding the immediately preceding paragraph, with respect to familia)
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the Califorttia Civil Code, relating to housing for seniot citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n}, (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.

All deeds, leases or contracts entered into with respect to the sale, lease, sublease
or other transfer of the Property or Improvements shall contain or be subject to substantially the
following nondiscrimination/nonsegregation clauses: o

In deeds: *“The Grantee herein covenants by and for ﬂﬁ%ﬂf or hef%%lf his or her
heirs, executors, administrators and assigns, and all persons cla]tmmg undet gr 4 ‘ough them, that
there shall be no discrimination against or segregation of, any; &%@r grou OF persons on
account of any basis listed in subdivision (a) or (d) of Sectmn 12955 ofh alifornia
Government Code, as those bases are defined in Sections™ 926 26. 14r subdivision (In) and
paragraph (1) of subdivision (p) of Section 12955, and Sect 29%@,2 of the California
Government Code, in the sale, lease, sublease, traﬁ’s“&s;:ﬁn '%ahcy, tenure or enjoyment of
the premises hereln conveyed, nor shall the Gra i self or herself, or any person claiming
under or through him or her, establish or pen gior practices of discrimination or
segregation with reference to the selection” locati 1, numB?ér use or occupancy of tenants,
lessees, subtenants, sublessees or ven&ges in the p & (;5%5 herein conveyed. The fcregomg
covenants shall run with the land.

? jﬁ*%% @';u
Notmthstzmdmg tﬁa unmedlafgly preceding paragraph, with respect to familial

status, said paragraph sha ot be E%mstru%dﬁo apply to housing for older persons, as defined in
Section 12955.9 of the émna Govethment Code. With respect to familial status, nothing in
said paragraph shall be consn'ﬁagato affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the California Cn@l»"CQge 1eiatm“  housing for senior citizens. Subdivision (d) of Section 51
and Section 135;" of the- Cahforrﬁ Civil Code and subdivisions {n), (0) and (p) of Section 12955
of the Cahfomﬁ%}ou ’”“' tnasent:Code shall apply to said paragraph.”

¢ leages® “The lessee herein covenanis by and for himself or herself, his or her

" heirs;: a,xecutors aﬁmmlstrdtorb and assigns, and all persons claiming under or through him or
ber, an‘&;thls leasws made and accepted upon and subject to the following conditions: That there
shall be #&- eigsénmmaﬂon agaimst or segregation of any person or group of persons, on account
of any basis listed in subdivision (2} or (d) of Section 12955 of the California Government Code,
as those bases are defined in Sections 12926, 12926.1, subdivision {m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 129552 of the California Government Code, in
the leasing, subleasing, transferting, use or occupancy, tenure or enjoyment of the premises
herein leased nor shall the lessee himself or herself, or any person claiming under or through him
or her, establish or permit any such practice or practices of discrimination or segregation with
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reference to the selection, location, number, use or occupancy of tenants, lessees, sublessees,
subtenants or vendees in the premises herein leased.

Notwithstanding the immediately preceding paragraph, with respect to famitial
status, said paragraph shall not be construed to apply to housing for older persous, as defined in
Scction 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (o) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

or herself and their respective successors and assigns, that there shall B¢ no dlscnmmatmn
against or segregation of any person or group of persons, on acco ny basis [fted in

~ subdivision (a) or (d) of Section 12955 of the California Government Code; e bases are
defined in Sections 12926, 12926.1, subdivision {m}) and para*ffa%fgi )¢ of subitvision (p) of

In contracts: “The contracting party ot partics herzi::}%yenaut by and for himself

Section 12953, and Section 129535. 2 of the California Goyermmettt C Ahe salc, lease,
sublease, transfer, use, occupancy, tenure or enjoymentis@?wghc pres

pijiin

ges, nSr shall the contracting
party or parties, any subcontracting party ot parties, or thelr%§p v@ assigns or transferees,

establish or permit any such practice or prachces @E‘%&scmmm;

_&,n Br segregation.

Notwithstanding the immedj &y prec saragraph, with respect to familial
status, said paragraph shall not be construs ply to hetsing for older persons, as defined in
Section 12955.9 of the California Goyeégnm: ent Cal ) 0 ;N ith respect to familial status, nothing in
said paragraph shall be construed wﬁ ect §pct10 2,51.3,51.4,51.10, 51.11, and 799.5 of
the California Civil Code, relatin %%to ho ﬁﬁ%gor senior citizens. Subdivision (d) of Section 51
and Section 1360 of the Californi Cwﬂ Cod “and subdivisions (n), (o) and (p) of Section 12955

of the California Govern@gﬁt Code %@ apply to said paragraph.”
‘%

Section 11 Q,Me Cooperatlon
Eﬂ"}aér

e, v
gﬁ‘ﬁ: par&i‘es hf:rct@f'agrec to take all appropnate steps and execute any documents

‘‘‘‘‘

. @h party shall maintain books and records regarding its duties pursuant to this
Agreemélﬁ*@m books and records shall be available for inspection by the officers and agents
of the other party and by the public at all reasonable times.

Section 13. Law Governing

This Agreement is made in the State of California under the constitution and laws
of the State of California, and is to be s¢ construed.
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Section 14. Amendmenty

This Agreement may be amended at any time, and from time to time, by an
agreement executed by both parties to this Agreement,

Section 15.  Implementation Memoranda

From time to time, the City Manager and the Executive Director may execute
implementation memoranda, to evidence, in addition to this Agreement, the indebtedness of the

Agency to the City created by this Agreement and the program and/or plan for implementing any
of the provisions hereof.

ARTESIA RED@@ELOPMENT AGENCY

L’r‘
LA

ATTEST:

4 MM—”
- Dar§l Betdhicur, CMC

Secretary/Treasuret

' : C Martins, Mayor
ATTEST:

11019-0001'994639v1.doc




EXHIBIT A

PROPERTY/IMPROVEMENT BUDGETED COST

Historigal District

Preparation of landscaping consiruction documents and construction $119,553.00
administration professional services

Site prep ai:ation, soil improvements, frmgation, planting, hardscape, $1,217,381.00
amenities, renovation of buildings and structures, special items

Parking Structure

Acquisition of necessary property located near the norﬂaeaet T

landscaping

City Maintenance Yard &

Avenue north of Artesia Boulevard 1o atid adj acent ¢ maintenance

Curb, gutter, street improvements, sewer and W%EE lin g;s along Corby $300,000.00
yard property

B,

EXHIBIT A
11019-0001\994639v1.doc



AMENDMENT N 1
TO
ADVANCE AND REIMBURSEMENT AGREEMENT

This Amendment No. 1 (“First Amendment”) to the Advance and Reimbursement
Agreement is dated March 28, 2011, and is between the Artesia Redevelopment Agency, a
public body, corporate and politic (the “Agency”) and the City of Artesia, a municipal
corporation (the “City”).

RECITALS:

A, Pursuant to the Community Redevelopment Law (California Health and Safety
Code Section 33000, et seq.), the Agency is underiaking a program for the redevelopment of
blighted areas in the City and, in that regard, the Agency and the City entered into an Advance
and Reimbursement Agreement dated September 1, 2007 (the “Agreement”), whereby the
Agency agreed to pay for or reimburse the City for an amount not to exceed $3,636,934.00 of the
value of the land for and the cost of the installation and construction of certain public
improvements described in Exhibit A to the Agreement (collectively, the “Improvements”™) for
the benefit of the Artesia Redevelopment Project Area.

B. The Agency and City wish to amend the Agreement to (1) amend the
Improvements and their budgeted costs as described in Exhibit A and (2) provide for the Agency
to prepay to the City a portion of the Agency’s anticipated reimbursement obligation to the City
under the Agreement.

C. The Improvements not originaily listed in the Agreement and included in this
First Amendment are the Downtown Revitalization improvements and the Artesia Boulevard
Corridor Specific Plan. With the additional kmprovements and the increased cost of the
previously listed Improvements, the total current budgeted amount for the Improvements has
been revised from the budget in the original Agreement of $3,636,934.00 to the new budget in
this First Amsendment of $10,849,254.00. Of this total revised amount, $2,625,538.00 has been
paid by the Agency to the City pursuant to the Agreement and prior to the approval of this First
Amendment. : : ' -

D. The Agency intends by this First Amendment to prepay the City for the remaining
portion of the Improvements not yet constructed, a total of $8,754,000.

The parties therefore agree as follows:

Section 1. A new Section 16 is hereby added to the Agreement to read as follows:
“Section 16. Prepayment

The City acknowledges receipt of a deposit from the Agency in the amount of

$8,754,000.00 from the Agency. The City agrees to apply such sum solely to satisfy the
Agency's obligation to pay for, or reimburse to the City, not more than the budgeted cost of the
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Tmprovemments as set forth in Exhibit A in accordance with Sections 4 and 5 hereof. Invoices
from the City showing the cost of the mprovements incurred by the City shall reflect a credit for
the prepayment by the Agency until such time as the prepayment amount has been fully applied
to the cost of the Improvements. In the event the deposit is not fully applied as of the last day
amounts are due and payable to the City in accordance with Section 5, then, within ten (10) days
thereafter, the City shall return any unexpended deposif to the Agency, together with interest, at
the rate then paid to the City on its funds invested in LAIF from the date of deposit to the date of

repayment.”

Section 2. Section 5 of the Agreement is hereby amended in its entirety to read ag
follows:

“Section 5. Reimbursement by the Agency

Within a reasonable time after the submission of each statement to the Agency pursuant
to Section 4 hereof, the Agency shall pay to or for the benrefif of the City all amounts due
thereunder from (i) tax increment generated in the Project Area and eligible to be allocated to the
Agency pursuant to the Redevelopment Law, or to any successor agency or entity of the Agency
and/or any entity established by law to carry out the redevelopment plan for the Project Area
and/or expend tax increment or pay indebtedness of the Agency; (ii} available proceeds of tax
allocation bonds or other oblipations of the Agency; (iii) available proceeds from loans or other
obligations which constitute indebtedness of the Ageney repayable from tax increment (as
descnibed in the foregoing clause (1)); or (iv) any other available funds of the Agency. Amounts
not paid by the Agency to the City within 30 days of the date of a staternent shall bear inferest at
the sarne rate paid to the City on its funds invested in the Local Agency Investment Fund
(“LAIF"} from the date of such statement to the date of repayment. In the event there is a change
in the LAIF interest rate during the applicable period, the highest interest rate during that period
shall apply. In any event, all amnounts due pursuant to a statement, together with interest thereon,
shall be repaid by the Agency to the City by the date established in the redeveloprnerd plan for
the Project Area, or the Redevelopment Law or other law, as the time limit for the repayment of
indebtedness with respect to the Project Area. The obligations of the Agency under this
Agreement shall constitute an indebtedness of the Agency for the purpose of carrying out the
redevelopment plan for the Project Area.”

Section 3. Section 6 of the Agreement is hereby amended in its entirety to read as
follows:

- “Bection 6, Obligation to Pay Subordinate 1o Other Cbligations

The obligatien of the Agency to make payments to or for the benefit of the City under
this Agreement shall, without necessity of further action by the Agency or the City, be junior and
subordinate 1o all other obligations of indebtedness heretofore or hereafter voluntarily incurred
by the Agency, Including bonds or loans secured by a pledge of tax increment revenues derived
from the Project Avea, and to all pre-existing statutory obligations of the Agency pursuant to
Section 33607.5 or 33607.7 of the Redevelopment Law.”
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Section 4. Exhibit A to the Agreement is hereby amended in iis enfirety to read as
shown in Exhibit A to this First Amendment.

Section 3. Except as expressly set forth in this First Amendment, all provisions of the
Agreement shall remain in full force and effect.

Section 6. The effective date of this First Amendment shall be the date of approval
by the appropriate governing body of the last of the parties to approve this First Amendment.

Section 7. If any section, subsection, sentence, clause, phrese or portion of this
Amendment for any reason is held to be invalid or unconstitutional by the jurisdiction of any
court of competent jurisdiction, such decision shall not affect the validity or the remaining
portions of this Amendment or the Agreement. The Agency Board of the Artesia
Redevelopment Agency and the City Council of the City of Artesia hereby declare that each
would have adopted this Amendment and each section, subsection, sentence, clause, phrase or
portion thereof irrespective of the fact that any one or more sections, subsections, sentences,
clauses, phrases or portions were to be declared invalid or unconstitutional.

Section 8. The parties are signing this First Amendment on the date stated in the
infroductory clause.

ARTESIA REDEVELOPMENT AGENCY

ATTEST:

nh
I's (o .
H

v . -
LHe v p,f’?q@fg(i A
Secretary ‘

CITY OF ARTESIA

By /;/W

'Mayar

ATTEST:

Gity Clerk
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EXHIBIT A

PROPERTY/IMPROVEMENT

Historical District

Preparation of landscaping construction documents and construction
administration professional services. Site preparation, soil
improvements, irrigation, planting, hardscape, amenities, rencvation
of buildings and structures, special items.

Parking Structure

Acquisition of necessary property located near the northeast corner
of 183rd and Corby Avenue, demolition of existing structures, sife
grading, utility installation, parking structore construction and

" landscaping. ‘

. City Maintenance Yar&

Acquisition of two properties, construction of a new public works
maintenance storage and operations building, curb, gutter, street
improvements, sewer and water lines along Corby Avenue north of
Artesia Boulevard to and adjacent to the maintenance yard property.

Downfown Revitalization

Infrastructore improvements to Pioneer Boulevard, including
medians, crosswalks, streeflights, firnishing and landscaping

Axtesia Boulevard Corridor Specific Plan

Preparation of a specific plan for the development of land uses along
Artesia Boulevard from Pioneer Boulevard west to the City’s
western border

EXHIBIT A
11089-000141341 506v6.doe

BUDGETED COST

$1,160,703.00

$3,757,607.00

$2,491,771.00

$3,297,553.00

$£142,220.00



EDMUND G. BROWN JR = GaOVERNOR
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May 18, 2012

Justine Menzel, Deputy Executive Director
City of Artesia

18474 Clarkdale Avenue

Artesia, CA 90701

Oear Ms., Menzel;

Pursuant to Health and Safety Code (HSC) section 34177 ()) (2) (C), the City of Antesia (City)
Successor Agency submitted a Recognized Obligation Payment Sehedule (ROPS) to the
California Department of Finance (Finance) on May 3, 2012 for the periods January through
June 2012 and July through December 2012. Finance staff recently contacted you for further
clarification of items listed in the ROPS.

HSC section 34171 (d) lists enforceable obligations characteristics. Based on a sample of items

reviewed and application of the law, the following items do not qualify as Enforceable
Obligations (EO):

January through June 2012 ROPS

» ltem No. 23 — Tim Greenleaf Engineering: Demolition of pariing sites for $36,667. Per
the City, no contract has been entered for this project. Because there was no contract in
place prior to the June 2B, 2011 date, this item is not an EO.

+ Item No. 24 - Griffith Company: Pioneer downtown construction for $2,383,615. The
$2,393,615 relates to an August 9, 2011 agreement with the City and Griffith Company.
This agreement is with the City and nof the former RDA. Therefore, the Griffith
Company agreement is not an EQ.

» Item No. 26 - Traffic Safety Engineers: Inspection, signal timing services for $58,000.
The $58,000 relates to an April 12, 2011 request for fraffic engineer services that is
covered under the scope of services of a July 1, 2009 service agreement between the
City and Traffic Safety Engineers. This agreement is with the City and not the former
RDA. Therefore, the Traffic Safety Engineers agreement is not an EQ.

e ltem No. 27 - A.C.E. Civil Engineers: Inspection and civil engineering services for
$123,600. The $123,600 relates to an Aprit 1, 2011 and May 2, 2011 request for
inspection and project engineer services that are covered under the scope of services in
a July 1, 2009 services agreement between the City and A.C.E. Civil Engineers. This
agreement is with the City and not the RDA. Therefore, the A.C.E. Civil Engineers
agreemnent is not an EQ.
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July through December 2012 ROPS

o ltem No. 13 - Griffith Company: Pioneer downtown construction for $2,393,615. The
$2,393,615 relates to an August 9, 2011 agreement with the City and Griffith Company.
This agreement is with the City and not the former RDA, Therefore, the Griffith
Company agreemery is not an EQ.

» |tem No. 14 - Traffic Safety Engineers: Inspection, signal tlmlng services for $58,000.
The $58,000 relates to an April 12, 2011 request for traffic engineer services that is
covered under the scope of services of a July 1, 2009 service agreement between the
City and Traffic Safety Engineers. This agreement is with the City and not the former
RDA. Therefore, the Traffic Safety Engineers agreement is not an EO.

« Item No. 15 - A.C.E. Civil Engineers: Inspaction and civil engineering services for
$123,600. The $123,600 relates to an April 1, 2011 and May 2, 2011 request for
inspection and project engineer services that are covered under the scope of services in
a July 1, 2009 services agreement between the City and A.C.E. Civil Engineers. This
agreement is with the City and not the RDA. Therefore, the A.C.E. Civil Engineers
agreement Is not an EO.

As authorized by HSC section 34179 (h), Finance is returning your ROPS for your
reconsideration. This action will cause the ROPS itemns noted above to be ineffective until

Finance approval. Furthermore, items listed on future ROPS will be subject to review and may
be denied as EQs.

Department of Finance may continue to review items on the ROPS in addition to those
mentioned above and identify additional issues. We will provide separate notice if we are
requesting further modifications to the ROPS. Itis our intent to provide an approval notice with
regard to each ROPS prior to the June 1 property tax distribution date.

If you believe we have reached this conclusion in error, please provide further evidence that the
items questioned above meet the definition of an EQ and submit to the following email address:

Redevelopment_Administration@dof.ca.gov

Please direct any inquiries to Chikako Takagi-Galamba, Supervisor or Wendy Griffe, Lead
Analyst at (916) 322-2985,

Sincerely,

gk LY

MARK HILL
Pragram Budget Manager

cc: Ms. Kristina Burns, Program Specialist [ll, Los Angeles County



THE CITY OF ARTESIA, CALIFORNIA

18747 CLARKDALE AVENUE, ARTESIA, CALIFORNIA 90701

Telzphone 562 / 865-6262
FAX 562 / 865-6240

“Service Builds Tomaraw's Progress”

May 22, 2012

Mark Hill

Program Budget Manager
Department of Finance

915 L Street

Sacramentao, Ca 95814-3706

Dear Mr. Hill,

The Successor Agency to the Artesia Redevelopment Agency {“Successor Agency”) is requesting
reconsideratiot: by the Department of Finance {“DOF”) regarding the rejection of certain items on the
Recognized Obligation Payment Schedule (“ROPS”), as indicated on your May 18, 2012 lstter. The
requested reconsideration applies to items 23, 24, 26 and 27 on the January through June 2012 ROPS
{“First ROPS”) and items 13, 14, and 15 on the july through December 2012 ROPS (“Second ROPS”} that
the Successor Agency submitted to the DOF on May 3, 2012.

The premise for the DOF's rejection of the above-mentioned items on the ROPS was that the obligations
listed were contracts with the City of Artesia (“City”} rather than the former Redevelopment Agency.
However, as we explain below, those City Agreements, or more precisely, the dollar amounts of those
contracts, reflect erforceablie obligatiens that should be included on the ROPS. The City approved those
projects and related contracts pursuant 1o an Advance and Reimbursement Agreement between the
former Redevelopment Agency and the City that was entered into in 2007 and amended in March 2011,
at times when the Advance and Reimbursement Agreement was a valid and legally binding agreament
of the Redevelopment Agency and the City justifiably relied on the enforceability of the agreement. A
copy of that Advance and Reimbursement Agreement and its Amendment are attached as Exhibits to
this letter. Included in the Agreement, as amended, is a list of the projects for which the Agency Is
ghligated to reimburse the City for costs incurred. '

The Advance and Reimbursement Agreement is listed on the Oversight Board’s approved version of the
ROPS as Item Na. 18 on the First ROPS and as ltem No. 10 on the Second ROPS. At the present time, no
dollar amounts are listed on the ROPS as expended under that Agreement because the dollar amount of
the disputed items are listed a5 separate line items referenced above. However, those dollar amounts
may alternatively be reflected as dollar amounts to be paid under the Advance and Reimbursement
Agreement for the reasons stated helow.

The facts that support the Suceessor Agency's pasition that the dollar amounts of the Items mentioned
above are enforceable obligations to be included on the ROPS are as follows:

1.} In 2007, the former Redevelopment Agency entered into the Advance and Reimbursement
Agreement with the City by which the Redevelopment Agency agreed to reimburse the City for
costs incurred in constructing certain listed Redevelopment Agency projects. This Agreement is
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2))

3)

4.)

5)

6.}

7.}

not an agreement for the City to loan money to the Redevelopment Agency but rather an
agreement for the Redevelopment Agency to reimburse the City when the City incurred costs on
Agency projects. The projects and the dollar amount of those projects are listed in Exhibit A to
that 2007 Agreement. The 2007 Agreement was validly entered into pursuant to the

Community Redevelopment Law at that time. A copy of that Agreement is attached as Exhibit A
to this letter.

in March 2011, the Agency and City entered into an Amendment to that Advance and
Reimbursement Agreement by which the list of projects was revised and the dollar amounts of
the estimated project costs were updated. A copy of the Amendment is attached as Exhibit B to
this letter. The 2011 Amendment was entered into by the City and Redevelopment Agency
before the enactment of AB X126 and AB X1 27. The Redevelopment Agency was fully
authorized to enter into the Amendment under the Community Redevelopment Law then in
effect. Upon the execution and delivery of Amendment, the Advance and Reimbursement
Agreement, as amended, was a valid and binding agreement of the Redevelopment Agency.

On August 8, 2011, the City approved through second reading, the “Opt in” ordinance agreeing
ta comply with AB X1 27 payments to the State. Thus, under the law in effect at that time, the

Artesla Redevelopment Agency was exempted from the suspension and dissolution provisions of
AB X1 26.

On August 8, 2011, the City approved the Pioneer Boulevard Project and approved the Griffith
Company contract to carry out that Project. The City did so because at that point in time, the
former Redevelopment Agency was not subject to AB X1 26, including the provisions suspending
redevelopment powers and the Advance and Reimbursement Agreement, as amended, was an
effective, enforceable and legally binding agreement of the former Redevelopment Agency.
Consequently, on August 8, 2011, the former Redevelopment Agency became contractually
committed to reimburse the City for costs it incurred in carrying out the Pioneer Boulevard

Project, including the Griffith Company contract and other contracted services that would carry
out that Project.

The City's action to approve that contract with the Griffith Company, and thus to invoke the
obfigation of the Agency to reimburse the City for that contract, cccurred prior to the Supreme
Court’s stay of redevelopment powers and activities on August 11, 2011.

Only when AB X1 27 was invalidated by the Court in December 2011, the Agency became
subject to part 1.85 {i.e., the AB X1 26 provisions governing the dissolution of redevelopment
agencies). Pursuant to AB X1 26, the provisions invalidating most city-agency agreements such

as the Advance and Reimbursement Agreement only took effect on February 1, 2012, upon the
effectiveness of Part 1.85.

Between the time when the City adopted the “Opt In” Ordinance and the issuance of the Stay
by the Supreme Court on August 11, 2011, the Redevelopment Agency had the power to engage
in redevelopment activities and incur related obligations under the Community Redevelopment
Law . During that period, the Advance and Reimbursement was effective and binding and the
City justifiably and validly relied on the Agreement. Therefore the three disputed agreements
became and should remain enforceable obligations of the Successor Agency.
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8.) The Advance and Reimbursement Agreement is listed on the First and Second ROPS as an
enforceable obligation and should be treated as such for those City Agreements entered into in
reliance on the Advance and Reimhursement Agreement to carry out the Pioneer Boulevard
Project because all of the required actions to make it a lawful enforceable obligation had
occurred prior to: {8} August 11, 2011, when the stay of RDA powers went into effect; (b) the

December 29% Supreme Court’s action to invalidate AB X 1 27; and (c] the February 1, 2012,
dissolution of RDAs.

9.) Therefore, the expenditures and continuing expenditures under those three City agreements for
the Pioneer Boulevard Project shouid be approved as enforceable obligations either with the
doliar amounts for those contracts fisted as they are on the ROPS or by including the dollar

amount of those contracts under the line items for the Advance and Relmbursement
Agreement.

10.)The same rationale applies to the Greenleaf contract as it applies to the Parking Structure
Project that Is also listed on the Exhibit to the Advance and Reimbursement Agreement which -
project was approved and thus an obligation of the former Redevelopment Agency prior to the
suspension of redevelopment powers on August 11, 2011,

If you have and questions, please do not hesitate to contact me.

Respectfully submitted,

Juctine Men—zel, :
Deputy City Manager/Finance Officer

Attachments;

Exhibit A— 2007 Advance and Reimbursement Agreement and Rasolution 07-03

Exhibit B — 2011 Amendment to the Advance and Reimbursement Agresment with
Resolutions No. 11-2268 and ARA 11-24

CC: Redevelopment Administration@dof.ca.gov
Kristina Burns, Program Specialist |1, Los Angeles County {e-mail)

IM/s



THE CITY OF ARTESIA, CALIFORNIA

18747 CLARKDALE AVENUE, ARTESIA, CALIFORNIA 90701
Telephone 562 / 865-6262
FAX 562 / 865-6240

"Service Bullds Tomorrow’s Progross®

May 23, 2012

Mark Hill

Program Budget Manager
Department of Finance

915 L Street

Sacramento, Ca 95814-3706

Bear Mr. Hill,

Yesterday {May 22, 2012), | sent a letter to you on behalf of the Successor Agency to the Artesia
Redevelopment Agency (“Successor Agency”) requesting reconsideration by the Department of Finance
{“DOF”) regarding the rejection of certain items on the Recognized Obiigation Payment Schedule
[“ROPS”), as indicated on your May 18, 2012 letter. This letter is sent to supplement and make claar
two facts that may not have been self-evident in my letter to you yesterday.

First, that Items Nes. 24, 26 and 27 on the January through Junie 2012 ROPS {“First ROPS”) and items 13,
14, and 15 on the July through December 2012 ROPS (“Secong ROPS”) that the Successor Agency
submitted to the DOF on May 3, 2012 are contracts for a project that we referred to in yesterday's letter
known as the "Pioneer Boulevard Project.” This project is referred to in Exhibit A to the Amendment to
the Advance and Reimhursement Agreement {Exhibit B to yesterday's letter) as the “Downtown
Revitalization” Project. As you will see when reviewing the exhibit that is attached to that Amendment,
this “Downtown Revitalization” Project is for “nfrastructure improvements to Ploneer Boulevard,
including median, crosswalks, streetlights, furnishings and landscaping.” The point of this clarification is
that the ROPS ltems referred to above are all under the category of “Downtown Revitalization” Project
1o which the Agency was lawfully committad to the City to pay for pursuant to the First Amendment to

the Advance and Reimbursement Agreement (item No, 18 on the Eirst ROPS and ltem No, 10 on the
Second ROPS).

second, ltem 23 on the First ROPS is a contract in connection with the “Parking Structure” Project that is
also listed on the exhibit to the Amendment to the Advance and Reimbursement Agreement. As you

will note from the project description, that project includes the demolition of existing structures on the
acguired site,

We hope these clarifications help you connect the questioned contracts to the projects fisted in the
Advance and Reimbursement Agreement and its First Amendment so as to show that the dollar amount
of these contracts are enforceable obligations of the Successor Agency pursuant to the Advance and

Reimbursement Agreement, as amended. The full explanation of the rationale for this conclusion is set
forth in my letter to you yesterday.
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If vou have and guestions, please do not hesitate to contact me.
Respectfully submitted,

ustine Menzel,
Deputy City Manager/Finance Officer

cc, Redevelopment Administration@dof.ca.gov
Kristina Burns, Program Specislist 111, Los Angeles County {e-mai)

M/s
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May 25, 2012

Justine Menzel, Deputy Executive Director
City of Artesia

18474 Clarkdale Avenug

Artesia, CA 80701

Dear Ms. Menzel:
Subject: Recognized Obligation Payment Schedule Approval Letter,

Pursuant to Health and Safety Code (HSC) section 34177 (1) (2) (C), the City of Arlesia
Successor Agency submitted Recognized Obligation Payment Schedules (ROPS) to the
California Department of Finance (Finance) on May 3, 2012 for the period of January to June
2012 and on May 11, 2012 for the period of July to December 2012. Finance is assuming

appropriate oversight board approval. Finance has completed its review of your ROPS, which
may have included obtaining clarification for various items.

Except for items disallowed in whole or in part as enforceable obligations noted in Finance's
letter dated May 18, 2012, Department of Finance is approving the remaining items listed in
your ROPS for both periods. This is our determination with respect to any items funded from
the Redevelopment Property Tax Trust Fund (RPTTF) for the June 1, 2012 property tax
allocations. If your oversight board disagrees with our determination with respect fo any items
not funded with property tax, any future resolution of the disputed issue may be accommodated
by amending the ROPS for the appropriate time period. Items not questioned during this review
are subject to a subsequent review, if they are included on a future ROPS. If an item included
on a future ROPS is not an enforceable obligation, Finance reserves the right to remove that
item from the future ROPS, even if it was not removed from the preceding ROPS.

Please refer to Exhibit 12 at hitp./fwww.dof.ca.gov/assembly bills 26-27/view.php for the
amount of RPTTF that was approved by Finance based on the schedule submitted.

As you are aware the amount of available RPTTF is the same as the property tax increment that
was available prior to ABx1 26. 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 availabie in the RPTTF.

Please direct inquiries to Chikako Takagi-Galamba, Supervisor or Wendy Griffe, Lead Analyst at
(916) 322-2985.

- Sincerely, W
Alars

MARK HiILL
Program Budget Manager

ce: Ms. Kristina Burns, Program Specialist lll, Los Angeles County
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