IV MAZE

& ASSOCIATES

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED UPON PROCEDURES ON
ALL FUNDS OTHER THAN THE LOW
AND MODERATE INCOME HOUSING FUND
ASSOCIATED WITH CALIFORNIA HEALTH AND SAFETY
CODE SECTIONS 34179.5(c)(1) THROUGH 34179.5(c)(6)

To the Oversight Board of the Successbr Agency of
the Community Improvement Commission of the City of Alameda
Alameda, CA

We have applied the procedures below, which were agreed to by the Successor Agency of the Community
Improvement Commission of the City of Alameda, Alameda, California, solely to assist you with respect
to the procedures required under California Health and Safety Code Sections 34179.5(c)(1) through
34179.5(c)(6) for all funds other than the Low and Moderate Income Housing Fund (Other Funds) of the
Successor Agency to the Community Improvement Commission of the City of Alameda for the year
ended June 30, 2012, also referred to as the Due Diligence Review by the Code. These procedures were
suggested by the Governmental Auditing and Accounting Committee, as agreed to by the California State
Department of Finance and State Controller’s Office. Management of the Successor Agency is
‘responsible for the accounting records, the Attachments and information provided pertaining to the
‘statutory compliance pursuant to Health and Safety Code Section 34179.5. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the American Institute
of Certified Public Accountants. The sufficiency of the procedures is solely the responsibility of the
specified users of this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or for any
other purpose.

The procedures you requested us to perform and our findings were as follows:
Citation:

34179.5(c)(1) The dollar value of assets transferred from the former redevelopment agency to the
successor agency on or about February 1, 2012.

Suggested Procedure(s):

1. Obtain from the Successor Agency a listing of all assets that were transferred from the former
redevelopment agency to the Successor Agency on February 1, 2012. Agree the amounts on this
listing to account balances established in the accounting records of the Successor Agency.
Identify in the Agreed-Upon Procedures (AUP) report the amount of the assets transferred to the
Successor Agency as of that date.

: T 925.930.0902
Accountancy Corporation ) F 925.930.0135

3478 Buskirk Avenue, Suite 215 - E Maze@mazeassociates.com

Pleasant Hill, CA 94523 ' : w mazeassociates.com



Results: We obtained the following listing from the staff of the City of Alameda and agreed the amounts
~ transferred to the Successor Agency to the accounting records without exception.

ASSETS
Current assets:
Cash and investments
Restricted Cash and investments

Total current assets

Total Assets

Citation:

Redevelopment

Agency Other

Fund Balances
January 31, 2012
(Prior to transfer)

Balances
transferred to
the Successor

Agency on
February 1, 2012

$10,495,777 $10,495,777
3,894,534 8,894,534
19,390,311 19,390,311
$19,390,311 $19,390,311

34179.5(c)(2) The dollar value of assets and cash and cash equivalents transferred after January 1,
2011, through June 30, 2012, by the redevelopment agency or the successor agency to the city,
county, or city and county that formed the redevelopment agency and the purpose of each transfer.
The review shall provide documentation of any enforceable obligation that required the transfer.

Suggested Procedure(s):

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

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for
goods and services) from the former redevelopment agency to the city, county, or city and
county that formed the redevelopment agency for the period from January 1, 2011 through
January 31, 2012. For each transfer, the Successor Agency should describe the purpose of the
transfer and describe in what sense the transfer was required by one of the Agency’s
enforceable obligations or other legal requirements. Provide this listing as an attachment to

the AUP report.

Result: The State Controller’s Office has not yet completed its review of transfers. We
obtained the schedule below from City Staff.

Asset Description

Date of Transfer

Carrying Value Purpose of Transfer

Land - Theater/ Parking Garage

3/11/2011

§ 19,981,611 See Attachment E



B. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for

Citation:

goods and services) from the Successor Agency to the city, county, or city and county that
formed the redevelopment agency for the period from February 1, 2012 through June 30,
2012. For each transfer, the Successor Agency should describe the purpose of the transfer and
describe in what sense the transfer was required by one of the Agency’s enforceable
obligations or other legal requirements. Provide this listing as an attachment to the AUP
report.

Result: Per inquiry of City Staff, the Successor Agency did not make any transfers from the
Other Funds to the city, county, or city and county that formed the redevelopment agency
from the period of February 1, 2012 through June 30, 2012.

For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.

Result: We traced the obligation listed on the schedule at 2A to the legal documents without
exception.

34179.5(c)(3) The dollar value of any cash or cash equivalents transferred after January 1, 2011,
through June 30, 2012, by the redevelopment agency or the successor agency fo any other public
agency or private party and the purpose of each transfer. The review shall provide documentation of
any enforceable obligation that required the transfer.

Suggested Procedure(s):

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

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for

goods and services) from the former redevelopment agency to any other public agency or to
private parties for the period from January 1, 2011 through January 31, 2012. For each
transfer, the Successor Agency should describe the purpose of the transfer and describe in
what sense the transfer was required by one of the Agency’s enforceable obligations or other
legal requirements. Provide this listing as an attachment to the AUP report.

Result: The State Controller’s Office has not yet completed its review of transfers. Per
inquiry of City staff, the former redevelopment agency did not make any transfers from the
Other Funds to any other public agencies or private parties from the period of January 1, 2011
through January 31, 2012.

Obtain a listing prepared by the Successor Agency of transfers (excluding payments for
goods and services) from the Successor Agency to any other public agency or private parties
for the period from February 1, 2012 through June 30, 2012. For each transfer, the Successor
Agency should describe the purpose of the transfer and describe in what sense the transfer
was required by one of the Agency’s enforceable obligations or other legal requirements.
Provide this listing as an attachment to the AUP report.

Result: : Per inquiry of City staff, the Successor Agency did not make any transfers from the
Other Funds to any other public agencies or private parties from the period of February 1,
2012 through June 30, 2012.



For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.

Result: Not applicable. No transfers were identified by City staff.

Citation:

34179.5(c)(4) The review shall provide expenditure and revenue accounting information and identify
transfers and funding sources for the 2010-11 and 2011-12 fiscal years that reconciles balances,
assets, and liabilities of the successor agency on June 30, 2012 to those reported to the Controller for
the 2009—10 fiscal year.

Suggested Procedure(s):
4. Perform the following procedures:

A. Obtain from the Successor Agency a summary of the financial transactions of the
Redevelopment Agency and the Successor Agency in the format set forth in the attached
schedule for the fiscal periods indicated in the schedule. For purposes of this summary, the
financial transactions should be presented using the modified accrual basis of accounting.
End of year balances for capital assets (in total) and long-term liabilities (in total) should be
presented at the bottom of this summary schedule for information purposes.



Result: We obtained the schedule below from City Staff that includes all funds of the CIC:

Schedule of 80% and 20% Funds

Redevelopment Redevelopment Redevelopment Successor
Agency Agency Agency Agency
12 Months Ended 12 Months Ended 7 Months Ended 5 Months Ended
6/30/2010 6/30/2011 1/31/2012 6/30/2012
Assets (modified accrual basis)
Cash and Investments 3 16,822,632 $ 18,035,445 $ 13,115,318 $ 15,713,113
Cash and Investments (Temporary Market Value Adjustment} 19,456
Restricted Cash and Investments (Net of Temporty Markey Value Adjustment) 9,974,899 18,613,204 14,652,440 10,541,390
Accounts Receivable 27,800 646,777
Loans Receivable 6,480,194 6,087,223 13,477,177 13,477,177
Advance to Other Funds/Successor Agency 808,781 308,781 808,781 808,781
Total Assets $ 34,086,506 $ 43,572,453 $ 42,053,716 $ 41,206,694
Liabilities (modified acerual basis)
Accounts Payable $ 149,683 3 285,207 3 158,200 3 376,518
Accrued Payroll 35,179 23,860 9,282 481
Deferred Revenue 6,480,194 6,087,223 13,477,177 -
Due to Housing Authority 19,971,236
Pass through Obligations 1,098,236 9,398,496 8,126,410 946,157
Advance from Other Funds/ Housing Successor 808,781 808,781 808,781 808,781
Refundable Deposits 33,113 33,113 - -
Advances from the City of Alameda 4,258 995 4,258,995 4,258,995 -
Total Liabilities 3 12,864,181 $ 20,895,675 3 26,838,845 3 22,103,173
Equity 21,222,325 22,676,778 15,214,871 19,103,521
Total Liabilities + Equity $ 34086506 S 43,572,453 3 42053716 § 41,206,694
Total Revenues: $ 16,267,868 3 15,369,557 $ 7,291,167 $ 5,834,178
Total Expenditures: 3 15,191,459 3 16,688,949 $ 14,551,531 $ 3,920,012
Intra-Agency Transfer: 3 (1,216,496} 3 (1,758357) 3 $ (473,250)
Total Proceeds from Bonds (Net): $ - 3 9,924,674 $ - 3 -
‘Writeoff of Loans 3 - 3 - 3 - $ 4,258,995 *#**
Accrual for Transfer of Housing Assets to Housing Authority $ - $ - $ - 3 (1,811,261) #¥*xsx
Net change in equity $ (140,087)  § 6,846,925 3 (7,260,364) § 3,888,650
Beginning Equity: $ 21,362,412 $ 15,829,853 #¥xxi¥ g 22475235 * § 15,214,871
Ending Equity: $ 21,222,325 $ 22,676,778 $ 15,214,871 $ 19,103,521

* Restated 7/1/2011 beginning equity to exclude Parking Structure Fund, as its related debt is not considered a debt of the former CIC or the successor agency

Other Information (show year end balances for all four periods presented):
Capital assets as of end of year (net) 3 19,526,292 3 52,965 *¥*
Long-term bonded debt as of end of year (net) ** 73,143,000 81,345,674 3 80,195,674 3 79,585,674

** Does not include several contingent liabilities included on the ROPS and disclosed in the annual audit reports.
Amounts reported as of February 1, 2012 and June 30, 2012 equal total reported on ROPS for period.

*** Decrease due to the CIC transferring Theatre Assets to the City

**%* The writeoff of loans consists of the writeoff of a 33 million loan from the City's Sewer Fund to the former CIC and the writeoff of a $1,258,995 loan from the City's General
Fund te the former CIC. Both were disclosed in Note 5B of the 6/30/11 audited financials for the CIC and were taken off the ROPS as the State determined they were not eligible
for reimbursement.

*#x%% The accrual for $1.8 million includes the transfer of a $808,781 SERAF loan receivable to the housing authority and payments to the Housing Authority in July 2012 for
itemns on the approved ROPS schedule ($978,210 for Jack Capon Villa and $24,270 for interest payable on the SERAF loan previously mentioned),

#=xx*% During fiscal year 2011 the commission made prior period adjustments to properly record funds held by Commission on demand in deposit accounts on behalf of a private

developer and the Alameda Unified School District. The effect of the correction on prior year's statment of activities and statment of revenue and expenditures was a $5,392,472
decreases for both statments.

B. Ascertain that for each period presented, the total of revenues, expenditures, and transfers
accounts fully for the changes in equity from the previous fiscal period.

Result: Per review of the schedule above, it appears that all revenues, expenditures and
transfers account for changes in equity from previous period. Except for footnotes above.

C. Compare amounts in the schedule relevant to the fiscal year ended June 30, 2010 to the state
controller’s report filed for the Redevelopment Agency for that period.

Result: We traced amounts in schedule above to June 30, 2010 state controllers report
without exception.



Result: We traced amounts in schedule above to June 30, 2010 state controllers report
without exception.

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

Result: For the twelve months ended June 30, 2011, we traced amounts to the CIC’s audited
financials statements for the fiscal year ended June 30, 2011 without exception. For the seven
month period ending January 31, 2012, we traced amounts to the City’s accounting records
without exception. We also traced amounts to the City’s accounting records for the Successor
Agency for the five month period ending June 30, 2012 without exception.

Citation:

34179.5(c)(5) A separate accounting for the balance for the Low and Moderate Income Housing
Fund for all other funds and accounts combined shall be made as follows:

(4) A statement of the total value of each fund as of June 30, 2012.

Suggested Procedure(s):

S.

Obtain from the Successor Agency a listing of all assets of the Low and Moderate Income
Housing Fund as of June 30, 2012 for the report that is due October 1, 2012 and a listing of all
assets of all other funds of the Successor Agency as of June 30, 2012 (excluding the previously
reported assets of the Low and Moderate Income Housing Fund) for the report that is due
December 15, 2012. When this procedure is applied to the Low and Moderate Income Housing
Fund, the schedule attached as an exhibit will include only those assets of the Low and Moderate
Income Housing Fund that were held by the Successor Agency as of June 30, 2012 and will
exclude all assets held by the entity that assumed the housing function previously performed by
the former redevelopment agency. Agree the assets so listed to recorded balances reflected in the
accounting records of the Successor Agency. The listings should be attached as an exhibit to the
appropriate AUP report.

Result: We obtained the foillowing schedule from City staff and agreed the balances listed under
the total assets as of June 30, 2012 and compared them to accounting records without exception.

Total 80% assets as

of June 30, 2012
Cash and investments $10,047,291
Year end receivable 646,777
Cash and investments, held by trustees 9,428,057
Total $20,122,125

Citation:

34179.5(c)(5)(B) An itemized statement listing any amounts that are legally restricted as to purpose
and cannot be provided to taxing entities. This could include the proceeds of any bonds, grant funds,
or funds provided by other governmental entities that place conditions on their use.



Suggested Procedure(s):

6.

Obtain from the Successor Agency a listing of asset balances held on June 30, 2012 that are
restricted for the following purposes:

A. Unspent bond proceeds:

1.

ii.

iii.

Obtain the Successor Agency’s computation of the restricted balances (e.g., total
proceeds less eligible project expenditures, amounts set aside for debt service payments,
etc.)

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

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

Result: We obtained Attachment A from the City Staff. For items listed under 6A, we traced the
individual components to accounting records and supporting legal documents without exception.

B. Grant proceeds and program income that are restricted by third parties:

L

1i.

1ii.

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

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

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

Result: Not applicable. Per inquiry of City staff, there were no grant proceeds or program
income associated with the other funds held by the Successor Agency at June 30, 2012.

C. Other assets considered to be legally restricted:

1.

il

iii.

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

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

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

Results: We obtained Attachment A from the City Staff. For items listed under 6C as other
assets considered being legally restricted, we traced the individual components to accounting
records without exception. We also traced the individual components to legal documents that
were indentified by the Successor Agency as restricted.



D. Attach the above mentioned Successor Agency prepared schedule(s) as an exhibit to the AUP
report. For each restriction identified on these schedules, indicate in the report the period of
time for which, the restrictions are in effect. If the restrictions are in effect until the related
assets are expended for their intended purpose, this should be indicated in the report.

Result: See Attachment A.
Citation:

34179.5(c)(5)(C) An itemized statement of the values of any assets that are not cash or cash
equivalents. This may include physical assets, land, records, and equipment. For the purpose of this
accounting, physical assets may be valued at purchase cost or at any recently estimated market value.
The statement shall list separately housing-related assets.

Suggested Procedure(s):
7. Perform the following procedures:

A. Obtain from the Successor Agency a listing of assets as of June 30, 2012 that are not liquid or
otherwise available for distribution (such as capital assets, land held for resale, long-term
receivables, etc.) and ascertain if the values are listed at either purchase cost (based on book
value reflected in the accounting records of the Successor Agency) or market value as
recently estimated by the Successor Agency.

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

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

D. If the assets listed at 7(A) are listed at recently estimated market value, inspect the evidence
(if any) supporting the value and note the methodology used. If no evidence is available to
support the value and\or methodology, note the lack of evidence.

Result: Not applicable. Per conversation with City Staff there were no non-liquid assets noted in
Other Funds related to the Successor Agency as of June 30, 2012.

Citation:

34179.5(c)(5)(D) An itemized listing of any current balances that are legally or contractually
dedicated or restricted for the funding of an enforceable obligation that identifies the nature of the
dedication or restriction and the specific enforceable obligation. In addition, the successor agency
shall provide a listing of all approved enforceable obligations that includes a projection of annual
spending requirements to satisfy each obligation and a projection of annual revenues available to
Jund those requirements. If a review finds that future revenues together with dedicated or restricted
balances are insufficient to fund future obligations and thus retention of current balances is required,
it shall identify the amount of current balances necessary for retention. The review shall also detail
the projected property tax revenues and other general purpose revenues to be received by the
successor agency, together with both the amount and timing of the bond debt service payments of the
successor agency, for the period in which the oversight board anticipates the successor agency will
have insufficient property tax revenue to pay the specified obligations.



Suggested Procedure(s):

8. Perform the following procedures:

A.

ii.

iii.

1v.

If the Successor Agency believes that asset balances need to be retained to satisfy enforceable
obligations, obtain from the Successor Agency an itemized schedule of asset balances
(resources) as of June 30, 2012 that are dedicated or restricted for the funding of enforceable
obligations and perform the following procedures. The schedule should identify the amount
dedicated or restricted, the nature of the dedication or restriction, the specific enforceable
obligation to which the dedication or restriction relates, and the language in the legal
document that is associated with the enforceable obligation that specifies the dedication of
existing asset balances toward payment of that obligation.

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

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

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

Attach as an exhibit to the report the listing obtained from the Successor Agency. Identify
in the report any listed balances for which the Successor Agency was unable to provide
appropriate restricting language in the legal document associated with the enforceable
obligation.

Result: Per inquiry of City staff, asset balances are needed to be retained to satisfy enforceable
obligations as noted in Attachment A.

B.

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

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

Result: See Attachment D. Traced to all applicable Recognized Enforceable Obligation
Payments schedules without exception.

ii.

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

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

Result: See Attachment D. The major assumptions appear to be included on Attachment D.



For the forecasted annual revenues:

b. Obtain from the Successor Agency its assumptions for the forecasted annual revenues
and disclose in the report major assumptions associated with the projections.

Resalt: See Attachment D. These major assumption appear to be included in Attachment D.

C. If the Successor Agency believes that projected property tax revenues and other general
purpose revenues to be received by the Successor Agency are insufficient to pay bond debt
service payments (considering both the timing and amount of the related cash flows), obtain
from the Successor Agency a schedule demonstrating this insufficiency and apply the
following procedures to the information reflected in that schedule.

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

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

v.  Obtain the assumptions for the forecasted other general purpose revenues and disclose
major assumptions associated with the projections.

Result: Per inquiry of City staff, there are sufficient projected property tax revenues and other
general purpose revenues to pay bond debt services payments.

D. If procedures A, B, or C were performed, calculate the amount of current unrestricted
balances necessary for retention in order to meet the enforceable obligations by performing
the following procedures.

a. Combine the amount of identified current dedicated or restricted balances and the
' amount of forecasted annual revenues to arrive at the amount of total resources
available to fund enforceable obligations.

b. Reduce the amount of total resources available by the amount forecasted for the
annual spending requirements. A negative result indicates the amount of current
unrestricted balances that needs to be retained.

~¢. Include the calculation in the AUP report.
Result: See 8A and 8B above.

Citation:

34179.5(c)(S)(E) An itemized list and analysis of any amounts of current balances that are needed to
satisfy obligations that will be placed on the Recognized Obligation Payment Schedules for the
current fiscal year.

Suggested Procedure(s):

9. 1If the Successor Agency believes that cash balances as of June 30, 2012 need to be retained to
satisfy obligations on the Recognized Obligation Payment Schedule (ROPS) for the period of
July 1, 2012 through June 30, 2013, obtain a copy of the final ROPS for the period of July 1,
2012 through December 31, 2012 and a copy of the final ROPS for the period January 1, 2013
through June 30, 2013. For each obligation listed on the ROPS, the Successor Agency should add
columns identifying (1) any dollar amounts of existing cash that are needed to satisfy that
obligation and (2) the Successor Agency’s explanation as to why the Successor Agency believes
that such balances are needed to satisfy the obligation. Include this schedule as an attachment to
the AUP report.

10



Result: Per City Staff cash balances needed to be retained to satisfy obligations for the period July 1,
2012 through December 31, 2012. See Attachment B.

Citation:

34179.5(c)(6) The review shall total the net balances available after deducting the total amounts
described in subparagraphs (B) to (E), inclusive, of paragraph (5). The review.shall add any amounts
that were transferred as identified in paragraphs (2) and (3) of subdivision (c) if an enforceable
obligation to make that transfer did not exist. The resulting sum shall be available for allocation to
affected taxing entities pursuant to Section 34179.6. It shall be a rebuttable presumption that cash
and cash equivalent balances available to the successor agency are available and sufficient to
disburse the amount determined in this paragraph to taxing entities. If the review finds that there are
insufficient cash balances to transfer or that cash or cash equivalents are specifically obligated to the
purposes described in subparagraphs (B), (D), and (E) of paragraph (5) in such amounts that there is
insufficient cash to provide the full amount determined pursuant to this paragraph, that amount shall
be demonstrated in an additional itemized schedule.

Suggested Procedure(s):

10. Include (or present) a schedule detailing the computation of the Balance Available for Allocation
to Affected Taxing Entities. Amounts included in the calculation should agree to the results of
the procedures performed in each section above. The schedule should also include a deduction to
recognize amounts already paid to the County Auditor-Controller on July 12, 2012 as directed by
the California Department of Finance. The amount of this deduction presented should be agreed
to evidence of payment. The attached example summary schedule may be considered for this
purpose. Separate schedules should be completed for the Low and Moderate Income Housing
Fund and for all other funds combined (excluding the Low and Moderate Income Housing Fund):

Result: See Attachment C.
Suggested Procedure(s):

11. Obtain a representation letter from Successor Agency management acknowledging their
responsibility for the data provided to the practitioner and the data presented in the report or in
any attachments to the report. Included in the representations should be an acknowledgment that
management is not aware of any transfers (as defined by Section 34179.5) from either the former
redevelopment agency or the Successor Agency to other parties for the period from January 1,
2011 through June 30, 2012 that have not been properly identified in the AUP report and its
related exhibits. Management’s refusal to sign the representation letter should be noted in the
AUP report as required by attestation standards.

Result: Management representation letter was obtained.

11



We were not engaged to, and did not, conduct an audit, the objective of which would be the expression of
an opinion on the information provided for the purposes of the agreed-upon procedures and the
Attachments. Accordingly, we do not express such an opinion. Had we performed additional procedures
or had we performed an audit of the information provided for the purposes of the agreed-upon procedures
and the Attachments, matters might have come to our attention which would have been reported to you.

This report is intended for the information of management and the Oversight Board, the State Department
of Finance and State Controller’s Office. However, this restriction is not intended to limit the distribution
of this report, which is a matter of public record.

asa 4 }\fyﬁm

November 29, 2012
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Attachment E

Question: How is the theater transfer in 2a allowable under both Sections 34167.5 and 34178.8
of the California Health and Safety Code?

Response: Health and Safety Code Section 34167.5 states that any transfer of assets between a
redevelopment agency and the city that created the agency occurring after January 1, 2011 shall
be retroactively deemed not to be in furtherance of the Community Redevelopment Law and
therefore be unauthorized, and further provides that unless the city is contractually committed to a
third party for the expenditure or encumbrance of those assets, and unless otherwise prohibited by
state or federal law, the Controller shall order the return of the assets to the redevelopment agency
or its successor agency. Health and Safety Code Section 34178.5 prohibits any transfer of assets
from a successor agency to the city that created it occurring after January 31, 2012, unless such
transfer was made pursuant to an enforceable obligation on an approved and valid Recognized
Obligation Payment Schedule.

On or about March 11, 2011, the former Alameda Community Improvement Commission (CIC)
transferred to the City of Alameda its interests in the Alameda Theater project, including fee
interest in the historic Alameda Theater Building and public parking garage, and interest as
ground lessor in the land underlying the adjacent Alameda Cineplex. Because the transfers
occurred prior to January 31, 2012, Section 34178.5 does not apply to it. Because the transfers
occurred after January 1, 2011, Section 34167.5 does apply; however, the Successor Agency to
the former CIC respectfully submits that the transfers should be recognized as valid because they
were undertaken in furtherance of longstanding contractual obligations to third parties.

The Alameda Theater project is a successful public private partnership development project
located in Alameda’s Park Street business district. The project involved restoration of the historic
Alameda Theater building, construction of a public parking garage and development a new
modern Cineplex located directly adjacent to and integrated with the historic theater building.
The parking garage was constructed by the CIC and City and the historic theater restoration work
and new Cineplex construction were undertaken by the project developer/theater operator,
Alameda Entertainment Associates L.P. (AEA), with assistance from the CIC, all as set forth in a
Disposition and Development Agreement dated May 3, 2005. The theater project was completed
in May, 2008; the remaining obligations of the parties are set forth in the Historic Theater Lease
and Cineplex Ground Lease, both dated March 15, 2007.

The lease and land transfers by the CIC to City were made pursuant to Section 22.19 of the
Historic Theater Lease and Section 17.19 of the Cineplex Ground Lease between the CIC and
AEA for the following reasons and purposes:

1. To Meet Landlord’s Obligations Under the Leases. The primary purpose of the transfers
was to meet the landlord’s contractual obligations under the Historic Theater Lease and
Cineplex Ground Lease with respect to building insurance and maintenance of the theater
project since, following completion of project construction, the CIC lacked statutory
authority to pay for normal maintenance and operation of publicly owned buildings.

2. To Ensure Ability to Meet Debt Service Payments on HUD 108 Loan. A secondary
purpose of the transfer was to ensure that lease revenues generated by the Alameda
Theater project would be available to meet debt service payments on HUD 108 loan
program debt that CIC had incurred in connection with development of the public
parking garage component of the theater.

24



Attachment E (Continued)

Further details supporting each of these purposes are provided below.

1. Landlord’s Obligations Under the Leases. Section 10.1 of the Historic Theater Lease
obligates the landlord (originally the CIC and now the City) to “maintain the structural portions
of the roof, foundation and load-bearing portions of walls of the Building” and Section 15.1
obligates the landlord to maintain insurance or an insurance equivalent insuring structural
components of the building against fire and extended coverage. Section 33678(b) of the
Community Redevelopment Law prohibits redevelopment agencies (and now successor agencies)
from utilizing tax increment revenues to pay for ongoing employee services not directly related to
“redevelopment activities” and Section 33445(b) prohibits redevelopment agencies (and now
successor agencies) from paying for normal maintenance and operation of publicly owned
buildings. The completion of the theater project in May 2008, marked the end of the CIC’s
“redevelopment activities.” At that point, in order to meet the landlord’s ongoing administrative
responsibilities and normal maintenance and operational obligations under the Cineplex Ground
Lease and Historic Theater Lease, it was necessary for the City of Alameda to assume the CIC’s
interests as landlord under those leases. Transfer of the CIC’s obligations to the City was
anticipated at the time the CIC and AEP entered into the DDA, as well as the Historic Theater
Lease and Ground Lease, and all three agreements expressly authorized the CIC to transfer its
interests to the City (see DDA section 823, Historic Theater Lease section 22.19, and Cineplex
Ground Lease section 17.19). Specific findings related to the statutory restrictions identified
above and the need to transfer and assign the relevant lease documents to the City were set forth
in Resolution No. 14554 adopted by the City Council and Resolution No. 11-180 adopted by the
CIC Board at the time the property transfers and lease assignments were approved.

2. Ensuring Ability to Meet Debt Service Payments on Public Parking Garage. Financing

for the Alameda Theater project included various sources of public and private financing,
including tax increment financing, developer equity, a Small Business Administration Section
504 loan, a private construction loan from Bank of Alameda, and a $7 Million loan from the US
Department of Housing and Urban Development (HUD) under the HUD 108 loan program. The
HUD 108 loan was used to finance construction of the public parking garage portion of the
theater project. Per the requirements of the HUD 108 program, the City of Alameda acted as the
primary borrower and entered into a Contract for Loan Guaranty Assistance in favor of HUD.
Because the HUD 108 loan was intended to be repaid by lease and parking revenues generated by
the theater project, the City and CIC, as sub-recipient, concurrently entered into an Assignment
and Transfer of HUD 108 Loan Program Note under which the CIC assumed the City’s
obligation under the HUD 108 loan documents. CIC’s obligation to repay the HUD 108 loan was
in turn secured by a Deed of Trust and Assignment of Rents in favor of HUD dated October 25,
2006. In the spring of 2011, with the anticipated demise of redevelopment looming and the lack
of clarity as to whether third party obligations, such as the HUD 108 loan, would be recognized
as enforceable obligations, the CIC approved a transfer to the City of both its theater project
assets (i.e. the property and the lease revenues generated therefrom) and its theater project
liabilities (i.e. the $7 Million HUD 108 loan and HUD loan deed of trust). In addition to the
primary purpose of the transaction described above, a secondary purpose of the transfer was to
ensure that the HUD 108 loan would be repaid in accordance with the terms of the HUD loan
program documents.
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