CITY OF LONG BEACH

AS SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY OF THE CITY OF LONG BEACH

5,

333 West Ocean Blvd., Long Beach, CA 90802 Phone: 562.570.6615 Fax: 562.570.6215

April 17, 2012

SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY
OF THE CITY OF LONG BEACH

City of Long Beach

California

RECOMMENDATION:

Approve the draft Recognized Obligétion Payment Schedule for the period of July 1
through December 31, 2012; and

Approve the proposed Administrative Budget for the period of February 1 through
June 30, 2012; and

Approve the proposed Administrative Budget for the period of July 1 through
December 31, 2012. (Citywide)

DISCUSSION

Section 34177(1)(2)(A) of the California Health and Safety Code, as adopted by AB1X 26
(the “Dissolution Act’), requires the Successor Agency to prepare a draft Recognized
Obligation Payment Schedule (ROPS) forward looking to each six-month fiscal period.
Each ROPS must list dates, amounts and payment sources of the former Redevelopment
Agency’s enforceable obligations. The initial ROPS, which included the period of January
1 through June 30, 2012, was approved by the Successor Agency on February 21, 2012.
The attached draft ROPS represents the period of July 1 through December 31, 2012
(Exhibit A).

The ROPS 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 Board of Directors of the former Redevelopment Agency
approved the EOPS on January 27, 2012, and it was received and reviewed by the
Successor Agency on February 21, 2012,

The Dissolution Act requires that each six-month ROPS identify the source of payment for
each obligation from among the following:

e Low- and Moderate-Income Housing Fund
¢ Bond Proceeds

e Reserve Balances

¢ Administrative Cost Allowance
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o The Redevelopment Property Tax Trust Fund (maintained by the County)
¢ Other revenue sources including rents, interest earnings and asset sale proceeds

A copy of the draft ROPS must be submitted to the County Auditor-Controller (A-C) for
certification. The certified ROPS must also be submitted to and approved by the Oversight
Board. A copy of the approved ROPS must then be submitted to the Auditor-Controller,
the State Controller’s office, the State Department of Finance (DOF), and be posted on the
Successor Agency’s web site. On June 1, the Auditor-Controller will distribute property tax
revenue to the Successor Agency from the Redevelopment Property Tax Trust Fund
(RPTTF) for payments listed on the July — December ROPS. This distribution will be from
property taxes the Auditor-Controller received from Long Beach redevelopment project
areas for the months of February through May, 2012.

Additionally, pursuant to Section 34177(j) of the Dissolution Act, the Successor Agency is
allowed an administrative allowance, subject to Oversight Board approval. The allowance
was set at five percent of the property tax allotted to the Agency for the 2011-2012 tax year
(through June 30, 2012) and three percent each year thereafter. While the Administrative
Budget is included in each ROPS, it must also be presented as a standalone document for
the purposes of Auditor-Controller certification, Oversight Board approval and Auditor-
Controller payment distributions.

The administrative cost allowance includes items such as salaries, including departmental
overhead costs for Successor Agency staff carrying out the necessary actions to wind
down the Agency’s affairs; preparation of the EOPS, ROPS and Administrative Budgets;
and operational costs associated with these actions.

Exhibit B outlines the proposed Administrative Budgets for the Successor Agency (SA) and
Housing Successor Agency (HSA) for the period of February 1 through June 30, 2012.
Exhibit C outlines the proposed Administrative Budgets for the Successor Agency and
Housing Successor Agency for the period of July 1 through December 31, 2012. Because
the Dissolution Act does not explicitly exclude Housing Successor Agency administrative
costs as part of the administrative cost allowance and the City has retained both roles, both
Successor Agency and Housing Successor Agency administrative costs have been
included.

This matter was reviewed by Deputy City Attorney Richard Anthony and by Budget
Management Officer Victoria Bell on April 5, 2012.

TIMING CONSIDERATIONS

Successor Agency action is requested on April 17, 2012, to allow sufficient time for the
transmittal of the ROPS and Administrative Budgets to the Oversight Board, Auditor-
Controller and DOF for certification prior to the June 1, 2012 property tax disbursement
schedule.
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FISCAL IMPACT

While AB1X 26 envisioned that the Redevelopment Property Tax Trust Fund would be in
place prior to January 2012, this did not occur due to the Supreme Court’s actions and the
delay of the timelines prescribed by the Dissolution Act.

Prior to the Agency’s dissolution on February 1, the Auditor-Controller had remitted nearly

- one-half of the tax increment revenue due for FY12 to the Redevelopment Agency. Based
on these remittances, the Auditor-Controller has taken the position that the five percent
administrative cost allowance will not be provided for January through June. Prior to its
dissolution, the former Redevelopment Agency acted consistent with AB1X 26 and paid its
administrative expenses from its available funds.

The proposed Administrative Budget from February through June 2012 is $2,655,246, and
is the minimum amount of administrative expense required to discharge the duties and the
obligations required of the Successor Agency. While these administrative expenses are
legitimate obligations, the DOF and Oversight Board could challenge amounts paid in
excess of the five percent allocation and seek recourse by withholding funds from a future
property tax distribution to the Successor Agency. Because the Auditor-Controller
considers the tax increment distributed to the Agency from November 2011 through
January 2012 to be payment in full for the obligations outlined in the January to June 2012
ROPS, administrative costs from February to June have and will continue to be paid out of
the existing fund balances of the former Redevelopment and Housing Services Bureaus.

The proposed Administrative Budget from July through December is approximately $2.9
million, and exceeds the prescribed three percent by an estimated $2.0 million. The ROPS
identifies approximately $30 million in obligations to be paid by the RPTTF, which converts
to a $900,000 administrative allocation. DOF and Oversight Board challenges to the
validity of these obligations, for example Agency and City loan agreements, could reduce
the amount of the administrative allocation paid by the Auditor-Controller.

While the proposed Administrative budgets do not conform to the administrative cost
allowance prescribed by AB1X 26, it is a legitimate representation of the costs necessary
to perform the functions of the Successor Agency and the staff believes we should request
payment of these expenses. In the event that all of the administrative costs on the
attached budget are not reimbursed, Successor Agency fund balance, housing program
income funds and potential increases in property tax distributions to the City from the
former redevelopment project areas could help address the shortfall. Ultimately, any costs
not covered by the administrative allocation or other potential sources could require the
General Fund to close the gap.
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SUGGESTED ACTION:
Approve recommendation.

Respectfully submitted,

PATRICK\H. WEST
ITY MANAGER

| A\
PHW:AJB:RMZ:LAF:DLH
R:\Successor Agency\Staff Reports\2012\April\SA - Admin Budget - ROPSv7.doc

Attachments: Exhibit A — Draft Recognized Obligation Payment Schedule July 1 — December 31, 2012
Exhibit B — Administrative Budget February 1 — June 30, 2012
Exhibit C — Administrative Budget July 1 — December 31, 2012
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