CITY OF LONG BEACH R-10

DEPARTMENT OF FINANCIAL MANAGEMENT

333 West Ocean Blvd., 6" Floor Long Beach, CA 90802  (562) 570-6427

February 14, 2012

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Receive a report on services proposed to be continued following the dissolution
of the former Redevelopment Agency of the City of Long Beach, and direct the
City Manager to continue to provide these and other services to help ensure
City and community needs are met. (Citywide)

DISCUSSION

On January 17, 2012, the City Council elected to be the designated Successor Agency
to the former Redevelopment Agency of the City of Long Beach (RDA) under the
provisions of AB1X 26. Under the revised schedule provided by the Supreme Court in
upholding the constitutionality of AB1X 26, the dissolution of the RDA was effective
February 1, 2012. With the dissolution of the RDA, the Successor Agency is responsible
for payment of all “enforceable obligations” of the former RDA and for disposal of the
RDA's assets.

The unprecedented and immediate wind down of 60 years of public finance practice in
one month’s time has wreaked havoc across the State as cities struggle to meet the
mandates of AB1X 26. Staff is continuing to assess the immediate and long-term impact
of RDA’s dissolution on all aspects of government. Over the past month, many steps
have been implemented to reduce potential liabilities to the General Fund, including a
significant reduction in workforce and a cessation of programs or activities that might
generate unfunded liabilities.

Although many costs have been or will soon be eliminated, there are a number of
former RDA costs that are recommended to be continued even though reimbursement
through AB1X 26 is not assured due to the role of the Oversight Board and the
California Department of Finance in approving any expenditures of the Successor
Agency. Programs such as code enforcement, graffiti abatement and debt service, are
important programs to continue until the funding issue is sorted out. The City’s position
is that these expenditures are enforceable obligations and should be reimbursed as part
of the dissolution process. Should it be determined that these programs are not eligible
for reimbursement, staff will return to the City Council with alternative funding options for
consideration. The costs recommended for continuation/payment are described in
Exhibit A.
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In addition to the costs specifically identified in Exhibit A, there are other enforceable
obligations of the former RDA. These costs are described in the attached memo
provided to the Successor Agency (Exhibit B). We have generally not repeated these
costs in this letter as the risk to the General Fund appears to not be significant. Also,
there are former RDA costs that have ended and are not currently proposed for
continuation, such as new program development in the RDA districts. These former
costs are also not identified in the attached report. Whether or not these services are
considered for restoration, or alternatives are provided, is a matter to be considered
during the FY 13 budget process.

This matter was reviewed by Assistant City Attorney Charles Parkin on February 9,
2012.

TIMING CONSIDERATIONS

The programs identified and associated costs are currently planned to continue. If the
City Council wishes to discontinue these services, the earlier the action by City Council,
the earlier the termination of those services can occur.

FISCAL IMPACT

The City is taking the position that the costs for the programs are reimbursable. Should
this be overturned, the net cost in FY 12 of continuing the services as recommended is
unknown because the level of reimbursement through the Successor Agency is
unknown at this time. The maximum FY 12 cost to the General Fund, as described in
the attached report, is $2.2 million in the event no alternative funding is identified.

The City has already taken numerous steps to drastically reduce the total
Redevelopment expenditures as a result of the dissolution of the Redevelopment
Agency on February 1. A request for the Order of Layoff has been submitted to the Civil
Service Commission to begin the process and identify the impacted staff. In total, there
are 31 classified, and 17 unclassified positions affected by the elimination of the RDA,
for a total of 48 positions.

There are other administrative costs associated with the dissolution of the
Redevelopment Agency that could conceivably have an impact on the FY 12 budget if
funding is not approved by the Oversight Board. Those costs include legal and
accounting services supporting the RDA shutdown and Successor Agency functions,
and some general overhead costs associated with providing all City services. A
discussion of these costs, potential funding and any potential impact on the FY 12
General Fund will be included in the FY 12 First Quarter Budget Performance Report.

It is expected that there will be uncertainty about the level of reimbursement for these
costs, at least for a few months and potentially much longer. In the next few months, the
approval or disapproval of the RDA’s list of enforceable obligations by the Oversight
Board will provide an idea of the level of offsetting revenue the City will receive.
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Staff will continue to keep the City Council apprised and will seek specific direction as
costs become more known, and as potential liabilities to the General Fund arise.

SUGGESTED ACTION:
Approve recommendation.

Respectfully submitted,

N

JOHN GROSS
DIRECTOR OF FINANCIAL MANAGEMENT

G
K:\Exec\Council Letters\02-14-12 ccl - Continuing RDA costs_V5.doex

ATTACHMENTS:
EXHIBIT A - REPORT ON PROPOSED SERVICES CONTINUATION
EXHIBIT B — MEMO TRANSMITTING THE OBLIGATION PAYMENT SCHEDULES TO THE SUCCESSOR AGENCY

APPROVED:




EXHIBIT A

Preliminary Financial Report
Services Recommended For Continuation
Regarding the Former Redevelopment Agency of the City of Long Beach (RDA)

Prepared by the Department of Financial Management

On February 1, 2012, the Redevelopment Agency of the City of Long Beach (RDA) was
dissolved. Because there was little time between the unexpectedly adverse Supreme
Court decision and the actual dissolution, the actions to manage the dissolution are still
in process and there are many uncertainties. While many costs have been or will be
discontinued, the City Manager recommends that certain important activities and costs
be continued, at least through FY 12. These costs are shown below. Because of the
many uncertainties with regard to AB1X 26, there is no assurance these costs will be
covered through alternative sources.

Approximate Remaining FY 12 City Public Services; Debt Service Costs
(Generally February-September Costs)
Not Third Party Contracts

Public Services

e Neighborhood Code Enforcement $ 620,000
o Graffiti Abatement $ 400,000
¢ NEA grants $ 200,000

Debt Service
e Debt service $ 1,002,000

Public Services - Code Enforcement and Graffiti Removal were partially supported by
the RDA. The City Manager recommends that this function continue in FY 12, even if
the General Fund ends up funding the RDA portion. The RDA funded approximately 50
percent of the City’s Graffiti program and 15 percent of the City's Code Enforcement
program. If these services are not continued, there will be a significant adverse impact
to the community. The RDA also provided NEA (Neighborhood Enhancement Area)
grants up to $2,000. About $200,000 in these grants is outstanding as a commitment of
the RDA. (The program is not providing new grants at this time).

Debt Service — These are obligations for debt service on bonds that were not issued by
the RDA, but were paid from RDA revenues. The debt service is related to the City
Place, Open Space bonds, and the Convention Center.




City of Long Beach Memorandum

Working Together to Serve EXHIBIT B
Date: January 30, 2012
To: ¥7lPatrick H. West, City Manag%\_,
From: - Amy ¥. Bodek, Director of Development Services
For: Members of the City of Long Beach Successor Agency to the Long Beach
or Redevelopment Agency

Subiject: Transmission of Obligation Payment Schedules Per the Requirements of AB1X 26

Following the recent designation of the City of Long Beach as Successor Agency
to the Redevelopment Agency of the City of Long Beach (Successor Agency),
staff has been moving forward with preparation of various legal and technical
documentation required to conclude activities of the Redevelopment Agency and
transition to the Successor Agency/Housing Successor as mandated by AB1X

26.

Section 34169(h) of AB1X 26 requires transmission of a draft Initial Recognized
Obligation Payment Schedule (IROPS) to the Successor Agency by January 30,
2012. The attached draft IROPS, hereby transmitted, lists debts and obligations
of the former Long Beach Redevelopment Agency due from January 1 through

June 30, 2012.

The IROPS is based on the Enforceable Obligation Payment Schedule (EOPS),
a list of the total outstanding debts and obligations of the former Long Beach
Redevelopment Agency as of August 28, 2011. The Redevelopment Agency
Board approved the EOPS on January 27, 2012. A copy of the approved EOPS
is attached. The EOPS may be amended at a public meeting of a successor
agency prior to approval of the IROPS by a successor agency and the successor
agency oversight board. (Formation of the oversight board is under discussion.
AB1X 26 requires the oversight board to be in place by May 1, 2012.) Actions of
the Successor Agency and its Oversight Board are also subject to review by the

State Department of Finance.

The first meeting of the Long Beach Successor Agency is scheduled for February
21, 2012. On February 21, the City of Long Beach, as Successor Agency to the
Redevelopment Agency of the City of Long Beach, will be asked to approve the
IROPS and receive and file the EOPS.

The City will incur some administrative costs to serve as Successor Agency.
These costs are expected to be covered by an administrative allowance, but the
amount of that reimbursement is unknown due to lack of clarity in AB1X 26.
Additionally, there are costs that the City asserts are enforceable obligations and
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are included on the EOPS, but that the Oversight Board and the Department of
Finance may rule are not enforceable costs. The City Manager will also be
presenting information on these potential costs in FY12 to the City Council on
February 14 along with recommendations on which services to continue in FY12.

If you have questions, please contact Deputy Director Robert Zur Schmiede at
x6479.

AJB:RMZ:DLH:AEA

cc: Suzanne Frick, Assistant City Manager
Reginald 1. Harrison, Deputy City Manager
Robert E. Shannon, City Attorney
John Gross, Director of Financial Management
Robert M. Zur Schmiede, Deputy Director of Development
Richard F. Anthony, Deputy City Attorney
Lisa A. Fall, Administrative & Financial Services Bureau Manager

Attachments: Enforceable Obligation Payment Schedule
initial Recognized Obligation Payment Schedule

R:\To-From-For Memos\2012\EQPS & IROPS Transmission.Jan 2012.do¢
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