
ONLINE AGENDA INFORMATION

The online Agenda is not the official Agenda for the EI Cajon City

Council, but is posted and published five days prior to the City Council

Meeting for the convenience of the public. Changes may be made up to

72 hours prior to the meeting; therefore added or deleted items may not

appear on the City's website at this time. The City Council's official

Agenda is prepared and posted outside City Council Chambers in the

kiosk 72 hours prior to every regular meeting, and 24 hours prior to every

special meeting. You may call the City Clerk's Office at (619) 441-1763 for

information about any changes to this Agenda.

AGENDA BINDER, INCLUDING AGENDA REPORTS, IS AVAILABLE FOR VIEWING AFTER
4:00 P.M.! THE FRIDAY BEFORE THE COUNCIL MEETING, AT THE EL CAJON BRANCH OF THE
PUBLIC LIBRARY, 201 E. DOUGLAS AVENUE, PHONE (619) 588-3718.

LIBRARY HOURS: Monday - Thursday 9:30 a.rn, - 8:00 p.m., Friday & Saturday 9:30 a.m. ­
5:00 p.m., and Sunday 12:00 - 5:00 p.m.

SUPPLEMENTAL AGENDA ITEM DOCUMENTS AND/OR MATERIALS RECEIVED AFTER
POSTING OF THIS AGENDA, IF ANY, MAY BE VIEWED IN THE CITY CLERK'S OFFICE AT 200
CIVIC CENTER WAY, EL CAJON, MONDAY THROUGH THURSDAY, 7:30 A.M. TO 5:30 P.M. AND
ON ALTERNATE FRIDAYS FROM 8:00 A.M. TO 5:00 P.M.

FOR A SCHEDULE OF FRIDAY CITY HALL CLOSURES, VISIT WWW.CITYOFELCAJON.US OR
CALL THE CITY CLERK'S OFFICE AT (619) 441-1763.







I1Je ValleyofOpporUmity

January 28, 2014
3:00 p.m.

The Agenda contains a brief general description of each item to be considered
and most items have a RECOMMENDA TION from Staff or a Commission, which
Council will consider when making a final decision.

Copies of written documentation relating to each item of business on the Agenda
are on file in the City Clerk's Office and in the Agenda Book next to the podium in
the Council Chambers.

PLEASE COMPLETE A "REQUEST TO SPEAK" FORM FOR EACH ITEM PRIOR TO
THE COMMENCEMENT OF THE MEETING AND SUBMIT IT TO THE CITY CLERK if
you wish to speak about an Item on the Agenda or under Public Comment.

• CALL TO ORDER:

• ROLL CALL:

Mayor Bill Wells

City Clerk Belinda Hawley

PLEDGE OF ALLEGIANCE TO FLAG AND MOMENT OF SILENCE
(The Courts have concluded that sectarian prayer as part of City Council Meetings is
not permitted under the Constitution.)

• POSTINGS: The City Clerk posted Orders of Adjournment of the January 14,
2014, Meeting and the Agenda of the January 28, 2014, Meetings in accordance to
State Law and Council/Authority/Successor Agency to the Redevelopment Agency
Policy.

$ PRESENTATIONS:

• Recognitions - Crime Free Multi-Housing Program
• EI Cajon Police Bike Team
• Employee Service Awards
• Introduction of Teen Coalition Members
• Proclamation: National Wear Red Day

*Backup Information Available - Housing Authority
and Successor Agency Items are identified.

Joint Meeting: EI Cajon City Council!
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency

-1- January 28, 2014
3:00 p.m. and 7:00 p.m.



• AGENDA CHANGES:

CONSENT ITEMS: (1.1 -1.8)

Consent Items are routine matters enacted by one motion according to the
RECOMMENDATION listed below. With the concurrence of the City Council,
a Council Member or person in attendance may request discussion of a
Consent Item at this time.

*1.1 MINUTES OF CITY COUNCIL/HOUSING AUTHORITY/SUCCESSOR
AGENCY TO THE EL CAJON REDEVELOPMENT AGENCY MEETINGS

RECOMMENDATION: That the City Council/Housing Authority/Successor Agency
to the EI Cajon Redevelopment Agency approve Minutes of the January 14, 2014
Meeting of the EI Cajon City Council/Housing Authority/Successor Agency to the EI
Cajon Redevelopment Agency.

1.2 WARRANTS

RECOMMENDATION: That the City Council approve payment of Warrants as
submitted by the Finance Department.

1.3 APPROVAL OF READING BY TITLE AND WAIVER OF READING IN
FULL OF ORDINANCES ON AGENDA

RECOMMENDATION: That the City Council approve the reading by title and waive
the reading in full of all Ordinances on the Agenda.

*1.4 BOARD OF SUPERVISORS APPOINTMENT TO GILLESPIE FIELD
DEVELOPMENT COUNCIL (Report: City Clerk)

RECOMMENDATION: That the City Council ratify the Board of Supervisors re­
appointment of Phyllis Trombi to the Gillespie Field Development Council for a term to
expire December 7,2017.

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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CONSENT ITEMS: (Continued)

*1.5 RESOLUTION: AWARD OF BID NO. 013-14, CURB RAMPS 2014
(Report: Purchasing Agent)

RECOMMENDATION: That the City Council adopt the next RESOLUTION in order
and award the bid to the lowest, responsive, responsible bidder, Crest Equipment, lnc.,
in the amount of $91,535.00.

*1.6 ADDITONAL AWARD FROM ORGANIZED CRIME DRUG
ENFORCEMENT TASK FORCES (OCDETF) GRANT
(Report: Police Chief)

RECOMMENDATION: That the City Council:

1. Authorize the City Manager or designee to accept the augmented OCDETF
Grant in the total amount of $20,000.00 and to execute any documents and
agreements necessary for the receipt and use of these funds; and

2. Appropriate $20,000.00 for the OCDETF Grant to enable overtime and authorize
expense reimbursements for participation in the strategic initiative program.

*1.7 RESOLUTION: AWARD OF BID NO. 015-14, MOTOR VEHICLES 2014
(Report: Purchasing Agent)

RECOMMENDATION: That the City Council:

1. Find the protest submitted by Bill Alexander Ford Lincoln Mercury, Inc. to be
timely, but without merit;

2. Find the apparent low bidder non-responsive for failure to submit proof of a
California dealer license; and

3. Based on the above, adopt the next resolution in order and award the bid to the
lowest responsive, responsible bidders Raceway Ford for six Ford Explorers, one
Ford F-150 Crew Cab and one F-350 Crew Cab, in the amount of $242,937.03,
and Winner Chevrolet for two Chevrolet Impalas, in the amount of $40,488.64.

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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CONSENT ITEMS: (Continued)

*1.8 RESOLUTIONS: APPROVAL OF PLANS AND SPECIFICATIONS FOR
PEDESTRIAN COUNTDOWN SIGNALS, FEDERAL-AID PROJECT
HSIPL-5211(026), PW 3487 / BID NO. 018-14
(REPORT: Deputy Director of Public Works)

RECOMMENDATION: That the City Council adopt the next RESOLUTIONS in order
to approve Plans and Specifications and direct a Notice Inviting Sealed Bids to be
opened on February 27,2014.

PUBLIC COMMENT:

At this time, any person may address a matter within the jurisdiction of the City
Council/Housing Authority/Successor Agency to the EI Cajon Redevelopment
Agency that is not on the Agenda. Comments relating to items on today's
agenda are to be taken at the time the item is heard. State law prohibits
discussion or action on items not on the Agenda; however, Council, Authority
and Agency Members may briefly respond to statements or questions. An item
may be placed on a future Agenda. In addition to briefly responding to
statements or questions from the public, Ocuncllmembers may also address
the City Council during this time.

2. WRITTEN COMMUNICATIONS: None

(Remainder of this page intentionally left blank)
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3. PUBLIC HEARINGS:

*3.1 PARTIAL TERMINATIONS OF DISPOSITION AND DEVELOPMENT
AGREEMENTS WITH PRIEST DEVELOPMENT CORPORATION,
SMITH'S FOOD & DRUG CENTERS, INC., AND PARK
AVENUE HOMES, LP.
(Report: Community Development Department Housing Manager)

RECOMMENDATION: That the City Council, acting as the Successor Agency to
the EI Cajon Redevelopment Agency:

1) Open the joint public hearing and receive testimony;

2) Close the joint public hearing;

3) Adopt the next resolution in order approving the Termination (in part) of
Disposition and Development Agreements, for the following four
redevelopment projects:

a. Priest Development Corporation, its successor and/or assigns,
governing the land use restrictions for the property located at the
corner of North Magnolia Avenue and Main Street (the "NW Corner
Project");

b. Priest Development Corporation, its successors and/or assigns,
governing the land use restrictions for the property known bounded by
South Magnolia Avenue, Douglas Avenue, Orange Avenue and Main
Street (the "SW Corner Project");

c. Smith's Food & Drug Centers, lnc., its successors and/or assigns,
governing the land use restrictions for the property bounded by
Magnolia Avenue, Main Street, Chambers Street, Cypress Avenue
("The Corners Project");

d. Park Avenue Homes, LP, its successors and/or assigns, governing
the land use restrictions for the property bounded by East Park
Avenue, Ballantyne Street, and Wells Avenue ( "Magnolia Villas
Project"); substantially in the forms as presented, reserving
nondiscrimination and hazardous waste indemnification covenants or
obligations; and

4) Authorize the Executive Director to execute all documents necessary to
partially terminate the DDAs and ancillary recorded documents, reserving
such covenants and conditions as described above.

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
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4. ADMINISTRATIVE REPORTS:

*4.1 MODIFICATION OF NOTE RELATING TO THE SALE OF 100
FLETCHER PARKWAY; APPROVAL OF PROMISSORY NOTE AND
DEED OF TRUST; AND APPROPRIATION OF GENERAL FUNDS
(Report: Community Development Department Housing Manager)

RECOMMENDATION: That the City Council

1. Approve the Modification of Note Secured by Deed of Trust ("Note
Modification"), substantially in a form as presented, to reduce the interest
rate of the existing $3,850,000 Promissory Note from the former EI Cajon
Redevelopment Agency to the City of EI Cajon, from 3.0% to 0.26%, as
required under California Health and Safety Code Section 34191.4(b)(2);

2. Approve execution of a new Promissory Note ("Note") and Deed of Trust by
the City Manager to replace the $1,000,000 down payment ordered for
returned by the City of EI Cajon for the purchase of 100 Fletcher Parkway, as
required by the California State Controller's Office in the Asset Transfer
Review Report dated December 11, 2013;

3. Appropriate $1,840,665, plus accrued interest of approximately $16,000,
from the General Fund for remittance to the County Auditor Controller's
Office, representing disallowed payments received by the City of EI Cajon
from the former EI Cajon Redevelopment Agency, pursuant to the California
State Controller's Office Asset Transfer Review Report dated December 11,
2013; and

4. Authorize staff to remit $1,840,665, plus accrued interest, to the County
Auditor Controller's Office ("CAC") for remittance to the affected taxing
entities upon approval by the California Department of Finance ("DOF") of
the Note, Note Modification and upon recordation of the Deed of Trust.

*4.2 EL CAJON'S TOBACCO CONTROL POLICIES RECOGNIZED
BY AMERICAN LUNG ASSOCATION
(Report: Assistant to the City Manager)

RECOMMENDATION: That the City Council receive and file the report.

(Remainder of this page intentionally left blank)
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5. COMMISSION REPORTS:

*5.1 PUBLIC SAFETY FACILITY FINANCING OVERSIGHT COMMITTEE
ANNUAL REPORT

RECOMMENDATION: That the City Council accept the annual Report from the
Public Safety Facility Financing Oversight Committee.

6. ACTIVITIES REPORTS OF MAYOR WELLS/COMMENTS

League of California Cities, San Diego Division; METRO Cornmissionl\Nastewater JPA;
East County Economic Development Council - Alternate; SANDAG (San Diego
Association of Governments) - Alternate; Heartland Fire Training JPA - Alternate.

*6.1 COUNCIL ACTIVITIES REPORT/COMMENTS

*6.2 LEGISLATIVE REPORT

*6.3 COUNCIL ASSIGNMENTS

RECOMMENDATION: That the City Council consider and approve council
assignments to the various boards and commissions giving EI Cajon input on matters
important to this region as follows:

Mayor Bill Wells: SANDAG (San Diego Association of Governments); SANDAG
Public Safety Committee - Chair; League of California Cities, San Diego Division;
Heartland Fire Training JPA - Alternate; Indian Gaming Local Community Benefit
Committee.

Mayor Pro Tern Gary Kendrick: Heartland Communications JPA; Heartland Fire
Training JPA; SANDAG - Alternate; SANDAG Public Safety Committee - Alternate.

Councitmember Tony Ambrose: Chamber of Commerce - Government Affairs;
MTS (Metropolitan Transit System Board) - Alternate; East County Economic
Development Council; METRO Commissionl\Nastewater JPA.

Councilrnember Star Bales: East County Economic Development Council ­
Alternate; METRO Commissionl\Nastewater JPA - Alternate; Indian Gaming Local
Community Benefit Committee - Alternate.

Councllmember Bob McClellan: MTS (Metropolitan Transit System Board);
Harry Griffen Park Joint Steering Committee; Heartland Communications JPA ­
Alternate.

Joint Meeting: EI Cajon City Council/
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ACTIVITIES REPORTS OF MAYOR WELLS (Continued)

*6.4 SUPPORTING THE COUNTY OF SAN DIEGO'S PROPOSED
ORDINANCE REGARDING SCREENING OF FOREIGN NATIONALS
RECEIVING FLIGHT INSTRUCTION AT COUNTY AIRPORTS

RECOMMENDATION: That the City Council adopt the next RESOLUTION in order
approving a Resolution supporting the County of San Diego's proposed ordinance
regarding the screening of foreign nationals receiving flight instruction at County
airports.

ACTIVITIES REPORTS OF COUNCILMEMBERS

7.
MAYOR PRO TEM GARY KENDRICK

Heartland Communications JPA; Heartland Fire Training JPA.

*7.1 COUNCIL ACTIVITIES REPORT/COMMENTS

8.
COUNCILMEMBER TONY AMBROSE

Chamber of Commerce - Government Affairs; MTS (Metropolitan Transit System
Board) - Alternate; East County Economic Development Council.

*8.1 COUNCIL ACTIVITIES REPORT/COMMENTS

9.
COUNCILMEMBER STAR BALES

*9.1 COUNCIL ACTIVITIES REPORT/COMMENTS

10.

COUNCILMEMBER BOB McCLELLAN
Harry Griffen Park Joint Steering Committee; Heartland Communications JPA­
Alternate; MTS (Metropolitan Transit System Board).

*10.1 COUNCIL ACTIVITIES REPORT/COMMENTS

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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11. JOINT COUNCILMEMBER REPORTS - None

12. GENERAL INFORMATION ITEMS FOR DISCUSSION

13. ORDINANCES: FIRST READING - None

14. ORDINANCES: SECOND READING AND ADOPTION - None

15. CLOSED SESSIONS:

RECOMMENDATION: That the City Council/Housing Authority/Successor Agency
to the EI Cajon Redevelopment Agency adjourn to Closed Sessions as follows:

15.1 CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION - pursuant
to paragraph (1) of subdivision (d) of Government Code Section 54956.9:

Name of Case: HSH, INC., etc., et al. v. City of EI Cajon, etc.; USDC
Case No. '13CV2881 WQHNLS

15.2 CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED LITIGATION ­
initiation of litigation pursuant to paragraph (4) of subdivision (d) of
Government Code Section 54956.9:

Name of Potential Cases: 1

16. RECONVENE TO OPEN SESSION:

City Attorney or Representative reports on action taken in Closed Sessions.

ADJOURNMENT: The Adjourned Regular Joint Meeting of the EI Cajon City
CouncillEI Cajon Housing Authority/Successor Agency to the EI Cajon
Redevelopment Agency held this 28th day of January 2014, is adjourned to
Tuesday, January 28, 2014, at 7:00 p.m.

Joint Meeting: EI Cajon City Councill
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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GENERAL INFORMATION:

The following items are informational and are not discussed unless the
Council/Authority brings the items forward for discussion under Item No. 12 of
the agenda.

*A. Teen Coalition Status Report

*8. December 2013 Donations to the EI Cajon Animal Shelter

Mr. & Mrs. Richard Berry $100.00
(In memory of Stephanie O'Connor on her birthday)

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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Tuesday, January 28, 2014
7:00 p.rn,

COUNCIL CHAMBERS
200 Civic Center Way
EI Cajon, California

lit CALL TO ORDER:

• ROLL CALL:

Mayor Bill Wells

City Clerk Belinda Hawley

PLEDGE OF ALLEGIANCE TO FLAG AND MOMENT OF SILENCE
(The Courts have concluded that sectarian prayer as part of City Council Meetings is
not permitted under the Constitution.)

• AGENDA CHANGES:

• PUBLIC COMMENT:

At this time, any person may address a matter within the jurisdiction of the City
Council/Housing Authority/Successor Agency to the EI Cajon Redevelopment
Agency that is not on the Agenda. Comments relating to items on today's
agenda are to be taken at the time the item is heard. State law prohibits
discussion or action on items not on the Agenda; however, Council, Authority
and Agency Members may briefly respond to statements or questions. An item
may be placed on a future Agenda. In addition to briefly responding to
statements or questions from the public, Councllmernbers may also address the
City Council during this time.

*Backup Information Available - Housing Authority
and Successor Agency Items are identified

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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INTERVIEWS:

*100 INTERVIEWS FOR COMMISSION/COMMITTEE VACANCIES

RECOMMENDATION: That the City Council conduct interviews for positions on
City Commissions and Committees, and appoint applicants to serve appropriate
terms. In accordance with City Council Policy A-27, the Council may elect to extend
the application period for the vacancy on the Public Safety Facility Financing
Oversight Committee, as there is not at least one more qualified applicant than the
number of existing vacancies.

PERSONNEL COMMISSION

One Commissioner (Term Expiration - Richard Nasif)
.. One four-year term to expire January 2018
.. To be appointed by the City Council from a list of 3 persons nominated by

employees in the Classified Service, except when an incumbent is to be re­
nominated, then 1 name may be submitted.

Applicants:
1. Richard Nasif (Incumbent)

PLANNING COMMISSION

Two Commissioners (Term Expiration - Anthony Sottile; Unexpired Term - to fill the
seat formerly occupied by Star Bales)

.. One four-year term to expire January 2018
It One unexpired, four-year term ending January 2016

Applicants:
1. Nick Demaj
2. Paul Dosik
3. Steve Goble
4. Michael Huse
5. Jose "Luis" Hernandez
6. James Maletic
7. Johnny Minarick
8. Emily "Lily" Schworm
9. Christopher Shamoon
10.Anthony Sottile (Incumbent)
11.Kathy Spacone
12.Duane Swainston
13.Wendie Wigginton

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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ITEM 100 (Continued)

PUBLIC SAFETY FACILITY FINANCING OVERSIGHT COMMITTEE:

One Committee Member (Vacancy - Due to resignation of Robert Isham in 2013)
• One unexpired, four-year term to expire January 2015

Applicants:
1. Michael Huse

NOTE: Council may elect to extend the application period for this vacancy as noted in
the Recommendation above.

VETERANS' COMMISSION:

One Commissioner (Term Expiration - Thomas Dorsey)
• One four-year term to expire January 2018

Applicants:

1. Wayne Clark
2. Leo Dano
3. Bernard Royal
4. Charles Syktich

101 ITEMS CONTINUED FROM THE 3:00 P.M. MEETING (IF ANY)

ADJOURNMENT: The Adjourned Regular Joint Meeting of the EI Cajon City
Council/EI Cajon Housing Authority/Successor Agency to the EI Cajon
Redevelopment Agency held this 28th day of January 2014, is adjourned to
Tuesday, February 11, 2014, at 3:00 p.m.

Joint Meeting: EI Cajon City Council/
Housing Authority/Successor Agency to
the EI Cajon Redevelopment Agency
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DRAFT MINUTES 1.1

JOINT MEETING OF THE
EL CAJON CITY COUNCIL
AND REDEVELOPMENT AGENCY

MINUTES

CITY OF EL CAJON
EL CAJON, CALIFORNIA

January 14, 2014

Am rose Bales and lellan
lNoe
K~jrick

Hawley, City Clerk/Secretary
Foley, City Attorney/General Counsel
Williford, City Manager/Executive Director
AI-Ghafry, Assistant City Manager

ROLL CALL

A Regular Joint Meeting of the EI Cajon City Council and Re elop ent Agency of
the City of EI Cajon, California held Tuesday, January ,20 4, Wr s called to order
by Mayor/Chair Bill Wells at 3:00 p.m., in the Cou cil Cham e s, 200 Civic Center
Way, EI Cajon, California.

PLEDGE OF ALLEGIANCE TO FLAG led by Mayor Wells and MOMENT OF
SILENCE. (The Courts have concluded that sectarian prayer as part of City Council
Meetings is not permitted under the Constitution).

POSTINGS: The City Clerk posted Orders of Adjournment of the December 17,
2013, meeting and the Agenda of the January 14, 2014, meeting in accordance to
State Law and Council/Agency Policy.

Joint Meeting: EI Cajon City Council
And Redevelopment Agency -1 ­

DRAFT MINUTES

January 14, 2014
3:00 p.m.



PRESENTATIONS:

Recognitions:

• Manjeet Ranu - incoming chair of SANDAG's Regional Planning Committee's
Technical Working Group (TWG)

• Mario Sanchez - incoming chair of SANDAG's Cities/County Transportation
Advisory Committee (CTAC)

AGENDA CHANGES: None

CONSENT ITEMS: (1.1 - 1.11)

UN NIMOTION CARRIES

MOTION BY McCLELLAN, SECOND BY AMBROSE, to approve
Consent Items 1.1 through 1.11.

1.1 MINUTES OF CITY COUNC,LI OUSI G UTHqOFI Y/SUCCESSOR
AGENCY TO THE EL C ON R Ib~ ELO M~ AGEN Y MEETINGS

Approve Minutes 0 the D c£¥fiP r 10 n 1 ,2013, Meetings the EI Cajon City
Council/Housin Au orityS~e sor nc to the EI Cajon Redevelopment

Agency. fi
1.2 WARR NB

Approve paym nt of arrants as submitted by the Finance Department.

1.3 APPROVAL OF READING BY TITLE AND WAIVER OF READING IN FULL
OF ORDINANCES ON AGENDA

Approve the reading by title and waive the reading in full of all Ordinances on the
Agenda.

Joint Meeting: EI Cajon City Council
And Redevelopment Agency -2 ­
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CONSENT ITEMS: (Continued)

1.4 COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR) AND OTHER
WRITTEN COMMUNICATION FROM THE CITY'S AUDITORS FOR THE
FISCAL YEAR ENDED JUNE 30, 2013 (Report: Interim Director of
Finance)

Receive and accept the Comprehensive Annual Financial Report (CAFR) and other
written communication from the independent accounting firm of Rogers, Anderson,
Malody & Scott, LLP, for the fiscal year ended June 30, 2013.

1.5 SPECIAL OPERATION LICENSE: S.K. SECURITY SVC - 925 Amistad
Court, #A

Approve the application submitted by Osama Kata for a security patrol service
located at 925 Amistad Court, #A.

1.6 JOHNSON AVENUE SEWER RELIEF (JASRP)
AMENDMENT TO PROFESSIONAL SER CES CO CT

(Report: Deputy Director of ublic s)

contract with Atkin, ort Ame i y $2 ,45 to P 0 ide for an
expanded scope req[U~d by Ct'y ta in 0 d r to comp e the plans
and spe . icati ns fo t~ p oject; a

2) Appropr atH3 5'2ffc0 the l~vla8fe ater Enterprise Fund to cover
addition I WI r for pr 'Jes, ional.services. of which $20,000 will be
reimbur e LJa k to t e O't y SDG&E.

1.7 RESO ONS: APPROVAL OF PLANS AND SPECIFICATIONS
FOR HILLSIDE RECREATION CENTER PROJECT AND BUDGET
APPROPRIATION, JOB NO. IFM3440 I BID NO. 017-14
(Report: Deputy Director of Public Works)

• Adopt RESOLUTION NO. 001-14 approving Plans and Specifications
for Hillside Recreation Center Project, IFM3440/Bid No. 017-14, and
RESOLUTION NO. 002-14 to direct a Notice Inviting Sealed Bids to be
opened on February 19, 2014; and

• Appropriate $250,000 from the Undesignated Fund Balance of the
Recreation Special Revenue Fund to augment the construction budget
for the project.

Joint Meeting: EI Cajon City Council
And Redevelopment Agency -3 ­
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CONSENT ITEMS: (Continued)

1.8 FY 2013 STATE HOMELAND SECURITY GRANT
(Report: Fire Chief and Police Chief)

• Authorize the City Manager or designee to accept the FY 2013
State Homeland Security Grant in the amount of $68,630 and to
execute any grant documents and agreements necessary for the
receipt and use of these funds; and

• Appropriate the State Homeland Security Grant funds in the
amount of $68,630.

1.9 MODIFICATION OF LOCAL APPOINTMENTS LIST FOR 2014
(Report: City Attorney)

RESOURCES
NAL POSITION

Direct the City Clerk to modify the Local Appointments List r 2014, to include a
second position on the Planning Commission resultin om the cancy of former
Commissioner Bales upon her appointment to th City Cou ail n December 17,
2013.

1.10

• A rove the class specification for the Senior Risk Management
Analyst; and

• Approve the corresponding revisions to City Council Policy A-29 to
implement the changes.

1.11 RESOLUTION: CITY ATTORNEY STAFF MEMBERS

Adopt RESOLUTION NO. 003-14, appointing the professional staff of the City
Attorney's Department effective January 8, 2014.

Joint Meeting: EI Cajon City Council
And Redevelopment Agency -4 ­
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PUBLIC COMMENT:

Ben Kalasho congratulates Councilmember Bales for being the first Chaldean­
American female to be elected into the EI Cajon City Council and Belinda Hawley on
her appointment to City Clerk. Mr. Kalasho gives update on the Chaldean-American
Chamber of Commerce and announces they will be forming a Political Action
Committee soon.

Michael Pate with Electric Guard Dog out of South Carolina, speaks about electric
security fences and how they are prohibited by a zoning code in EI Cajon. He seeks
an amendment to the code.

In response to a question from Councilmember McClellan, Assistant City
Manager AI-Ghafry indicates the City of San Diego allows electric fences in
commercial and agricultural areas as long as they are more than 600 feet from a
residential area. He notes additional restrictions of electric fences.

Councilmember McClellan supports putting this item on a fu
further.

Monica Zech reminds citizens about the

planning meeting on Tuesday,
Community Center.

2. WRITT N

3.

nda to discuss

4. ADMINI TIVE HEARING

4-A ADMINISTRATIVE HEARING - APPEAL
DENIAL OF SPECIAL OPERATION LICENSE URE
RESTAURANT, 1255 East Main Street (Report: City Attorney)

RECOMMENDATION: That the City Council conduct the Administrative Hearing,
review documents submitted; receive testimony from witnesses who have been
identified on each party's witness list; and determine whether the City Council's
denial of the Special Operation License to operate a card room at 1255 East Main
Street, Suite A, should be upheld or overturned.

Joint Meeting: EI Cajon City Council
And Redevelopment Agency -5 ­
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ADMINISTRATIVE HEARING - ITEM 4-A (Continued)

DISCUSSION

City Attorney Foley describes the procedures for the Administrative Hearing.

In response to the question from Mayor Wells, the Councilmembers indicate
they have not received any information prior to this hearing, that is not
contained in the Staff Report or the documents submitted to the City Council in
the Agenda Packet. Mayor Wells calls forward representatives and any
designated witnesses to be sworn in.

City Attorney Foley swears in the witnesses.

Testimony given by Sam Abbod, representing Shamon Korkis - Appellant.
Mr. Abbod speaks in support of the request to overturn the City Council's
decision. He explains the cultural differences of why this card room is needed
for the growing Middle Eastern population in EI Cajon.

Councilmember Bales translates and verifies that . Ko kis' swers are
correctly translated by Mr. Abbod. Mr. Korkis u derst nd ra it is against
the law to gamble in his establishment. ~ says h have n ,v r had illegal
gambling in the past, in response to Courfcil\ emb r drick' uestion.

Mayor Wells requests a closing statement from the City's representatives.

Councilmember Kendrick asks City Attorney Foley if they should consider a
nuisance factor. City Attorney Foley responds that they can only consider the
material presented and testimony received.

Deliberations proceed with Council and Staff discussing the following:
• Whether this establishment could be considered a genuine restaurant;
• The history of any problems at other card rooms;
• The suggestion that card rooms do not fit within the City's Ordinance as

a restaurant and it does not warrant the Special Operation License.

Joint Meeting: EI Cajon City Council
And Redevelopment Agency -6 ­

DRAFT MINUTES

January 14, 2014
3:00 p.m.



ADMINISTRATIVE HEARING - ITEM 4-A (Continued)

MOTION BY McCLEllAN, SECOND BY KENDRICK, to UPHOLD the
City Council's denial of a Special Operation License to operate a
card room at 1255 East Main Street, Suite A.

MOTION CARRIES BY UNANIMOUS VOTE.

4. ADMINISTRATIVE REPORTS:

4.1 NEXTGEN RADIO COMMUNICATION REPLACEMENT PROJECT (Report:
Police Chief)

RECOMMENDATION: That the City Council authorize the y Manager or
designee to enter into Agreement with County of San Diego r City participation in
Next Generation Regional Communications System (N en RC ,

Chi.ef Redman introduces Ca in Jeff ~ , n to ive i forma lo and the timeline
for the City's participation' Ne tGen S syste , e advis s that Sue Willy is
available to answer questio siJr touncil d Staff f eeded.

MOTIO ~ cCl lbaASE Y BALES, to AUTHORIZE the
City Mager r d sig e to ter into Agreement with County of
San Di ~ jf r C tyl~ a icipation in Next Generation Regional
Communi~ti ns S ~em (NextGen RCS).

MOTION CARRIES BY UNANIMOUS VOTE.

Recess called at 4:09 p.m.
Meeting called back to order at 4:13 p.m.

5. COMMISSION REPORTS: None

Joint Meeting: EI Cajon City Council
And Redevelopment Agency -7 ­
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6. ACTIVITIES REPORTS OF MAYOR WELLS/COMMENTS

League of California Cities, San Diego Division; METRO CommissionlWastewater
JPA; East County Economic Development Council - Alternate; SANDAG (San Diego
Association of Governments) - Alternate; Heartland Fire Training JPA - Alternate.

6.1 Council Activities Report/Comments

REPORT AS STATED.

ACTIVITIES REPORTS OF COUNCILMEMBERS

7.
MAYOR PRO TEM GARY KENDRICK

Heartland Communications JPA; Heartland Fire Training JPA.

7.1 Council Activities Report/Comments

REPORT AS STATED.

Regulating Elect nicNa ~or nhala ion nd Up~a ing the Tobacco
Retailer Insp ction and C t ecov r Progra

RECOMMEND 10j Th t~ ity C ci ace pt public comment; then

1) Dire t t C'ty M mendments to Titles 5, 8 and 17

Simil~rt ods f i ali g substances;

2) Rep rt ba k on the efficacy of the tobacco licensing inspection and
cost e ery program and recommend any necessary updates; and

7.2

3) Move to ADOPT the next RESOLUTION in order approving a
Resolution of Intention to amend Title 17 (Zoning Code) of the EI
Cajon Municipal Code pertaining to tobacco and smoke shops.

DISCUSSION

Councilmember Kendrick gives a summary on e-cigarettes and the growing use of
this product by people under the age of 18.

Mayor Wells suggest requesting a detailed report from Staff on the health dangers,
and current legislation of e-cigarettes.

Joint Meeting: EI Cajon City Council
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ACTIVITIES REPORTS OF COUNCILMEMBERS - Item 7.2 (Continued)

City Manager Williford states that Staff will present a report to Council in six weeks.

Frank Tsimboukakis speaks in support of the regulation of e-cigarettes.

Lorenzo Higley from C.A.S.A, gives presentation on dangers of e-cigarettes.

Chrestina Jalil speaks of fellow students using e-cigarettes in school, even during
class time.

MOTION BY WELLS, SECOND BY KENDRICK, for DIRECT STAFF to
prepare a report on the health hazards and other potential effects of
e-cigarette use, and current legislation relating to its use, consider
excluding multi-family housing from the proposed regulations.

MOTION CARRIES BY UNANI S VOTE.

OSE
Chamber of Commerce - Government ff irs; M S etropolitan Transit System
Board) - Alternate); East Count Econo ic evelo m~ Counc I.

8.1 Council Activities eDrtlc om ~ts 1_.
In addition to t e sub itted repo ,Cou cilme mbrose indicates he attended
the East Count f1iS mas fo Ki s Ev n .

9. lJ
C NCILMEMBER STAR BALES

8.

9.1 Council Activities Report/Comments

In addition to the submitted report, Councilmember Bales indicates she was
interviewed by GrossmontlCuyamaca College and by KUSI News.

ACTIVITIES REPORTS OF COUNCILMEMBERS (Continued)
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10.
COUNCILMEMBER BOB McCLELLAN

Harry Griffen Park Joint Steering Committee; Heartland Communications JPA­
Alternate; MTS (Metropolitan Transit System Board).

10.1 Council Activities Report/Comments

REPORT AS STATED.

11. JOINT COUNCILMEMBER REPORTS - None

12. GENERAL INFORMATION ITEMS FOR DISCUSSION - None

13. ORDINANCES: FIRST READING - None

14. ORDINANCES: SECOND READI G AND D TION - N ne

15. CLOSED SESSION : LYn

Adjournment: ~9rWild our the Regular Joint Meeting of the City
Council/Rede elpl1 ent e c held this 14th day of January, 2014, at
4:36 p.m. to T etda ,Ja ry 28, 2014, at 3:00 p.m.

BELINDA A. HAWLEY, CMC
City Clerk/Secretary

Joint Meeting: EI Cajon City Council
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1.3

APPROVAL OF READING BY TITLE AND WAIVER OF READING
OF ORDINANCES ON THIS AGENDA

The City Council waives the reading of the full text of every ordinance contained
in this agenda and approves the reading of the ordinance title only.
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MEETING: Jan. 28, 2014

ITEM NO: 1.4

TO:

FROM:

Mayor Wells, Mayor Pro Tem Kendrick
Councilmembers Ambrose, Bales, McClellan

City Clerk

TheValley ofOpportunity

SUBJECT: Board of Supervisors Appointment to Gillespie Field
Development Council

RECOMMENDATION: That the City Council ratify the Board of Supervisors re­
appointment of Phyllis Trombi to the Gillespie Field Development Council for a term to
expire December 7, 2017.

BACKGROUND: In accordance with the Joint Powers Agreement between the County
of San Diego and the City of El Cajon, appointment of each member ofthe Gillespie Field
Development Council shall be made by mutual agreement ofboth entities, and ratified by
actions of both the Board of Supervisors and the City Council.

Attached to this report is a copy of a letter to Ms. Trombi and a certificate from the
San Diego County Clerk of the Board of Supervisors confirming the reappointment to the
Gillespie Field Development Council for a term to expire December 7,2017. The City
Council is now being asked to ratify the reappointment.

FISCAL IMPACT: None

Douglas Willifor
CITY MANAGER

APPROVED BY:

?r~~



THOMAS J. PASTUSZKA, CMC,CGa
EXECUTIVE OFFICER/CLERK

January 8, 2014

Phyllis Trombi

DearMs. Trombi:

County of San Diego
CLERK OF THE BOARD OF SUPERVISORS

1600PACIFIC HIGHWAY, ROOM 402, SANDIEGO, CALIFORNIA 92101-2471

TELEPHONE (619)531·5600
FAX(619)595-4616

On January 7, 2014 (20), the Board of Supervisors re-appointed you as a member of the
GILLESPIE FIELD DEVELOPMENT COUNCIL, Seat 3, for a term to expire
December 7,2017.

Enclosed is the following:

Certificate of appointment.

Ifyou have any questions regarding this re-appointment, please contact us at (619) 531-5600.

Sincerely,

~
David Hall
Assistant Clerk of the Board of Supervisors

DH:cs
Enclosure (1)

cc: Chairwoman Jacob, A-500
Jennifer Kaylor, Gillespie Field, S-119
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The Board ofSupervisors of the
County ofSan Diego, State of California,

does hereby appoint

Phyllis Trornbi
to

GILLESPIE FIELD DEVELOPMENT
.COUNCIL

For a term to expire December ~ 2017

Wituess my hand and the seal of the Board of Supervisors
This 'J'b day ofJanuary, 2014

tl~ J.~.f<.b
Clerk of the Board of Supervisors
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FROM: Purchasing Agent

SUBJECT: Award of Bid 013-14, Curb Ramps 2014

RECOMMENDATION: That the City Council adopt the next resolution in order and
award the bid to the lowest responsive, responsible bidder, Crest Equipment, Inc., in the
amount of $91,535.00.

BACKGROUND: On November 12, 2013, Council approved a project for Curb Ramps to
include installation of thirty-eight new pedestrian curb ramps and retro-fit one (1)
existing curb ramp to the latest Americans with Disabilities Act (ADA) standards at key
intersections and other public facilities. Twenty-three prospective bidders obtained bid
packages, and ten responses were received and opened at 2:00 p.m. December 17,2013.

Purchasing, in concurrence with the Assistant City Manager, recommends award of the
bid to the lowest responsive, responsible bidder, Crest Equipment, Inc., in the amount of
$91,535.00; 10% lower than the engineer's estimate of $102,000.00. The summary of
bids is attached and complete proposals are on file in Purchasing.

FISCAL IMPACT: $91,535.00.
Sufficient funds are available for this project in Activity/Account #550000-9065-PW3481
(Transportation) and Community Development Block Grant (CDBG).

PREPARED BY: REVIEWED BY: APPROVED BY:

92J-f!~
Dede Porter
PURCHASING AGENT

~~Holly Reed- alk
INTERIM DIRECTOR OF
FINANCE

('>.

ouglas wnur d
CITY MANAGER



BID SUMMARY - BID NO. 013-14

BIDDER

Crest Equipment, Inc. (El Cajon)

Anton's Service (Lakeside)

New Century Construction, Inc. (Lakeside)

Palm. Engineering Construction Company Inc. (San Diego)

HTA Engineering & Construction, Inc. (San Diego)

Portillo Concrete, Inc. (Lemon Grove)

Tri-Group Construction & Development, Inc. (San Diego)

Mora's Equipment & Construction (Pico Rivera)

Just Construction, Inc. (San Diego)

Visionary Construction & Consulting, Inc. (Escondido)

Engineer's Estimate

* RECOMMEND AWARD

TOTAL BID AMOUNT

$ 91,535.00 *
$ 95,900.00

$ 96,850.00

$ 98,700.00

$ 98,700.00

$102,500.00

$108,995.00

$134,900.00

$157,000.00

$161,143.92

$102,000.00



RESOLUTION NO. -14

RESOLUTION AWARDING BID FOR CURB RAMPS 2014
(Bid No. 013-14).

WHEREAS, bids for the Curb Ramps 2014 project were publicly opened
on December 17, 2013; and

WHEREAS, ten responses were received; and

WHEREAS, Purchasing, in concurrence with the Assistant City Manager,
recommends award of the bid to the lowest responsive, responsible bidder; and

WHEREAS, the City Council believes it to be in the best interests of the
City to award the contract to the lowest responsive, responsible bidder.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF
THE CITY OF EL CAJON AS FOLLOWS:

1. The City Council does hereby reject all other bids and proposals
except that herein mentioned, and awards the bid for the Curb Ramps 2014
project to:

Crest Equipment, Inc.

in an amount not to exceed $91,535.00.

2. The Mayor and City Clerk are authorized and directed to execute a
contract for said project on behalf of the City of EI Cajon.

1/28/14 (Item 1.5)

Curb Ramps 2014 awd
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Mayor Wells, Mayor Pro Tem Kendrick, and
Councilmembers Ambrose, Bales, McClellan

TO:

FROM: Chief of Police Jim Redman

SUBJECT: Additional Award from Organized Crime Drug Enforcement Task
Forces (OCDETF) Grant

RECOMMENDATION:

That the City Council takes the following action:

1. Authorize the City Manager or designee to accept the augmented OCDETF Grant in the
total amount of $20,000 and to execute any documents and agreements necessary for the
receipt and use of these funds.

2. Appropriate $20,000 for the OCDETF Grant to enable overtime and authorize expense
reimbursement for participation in the strategic initiative program.

BACKGROUND:

The Organized Crime Drug Enforcement Task Forces (OCDETF) Program was established in 1982 to mount
a comprehensive attack against organized drug traffickers. Today, the OCDETF Program is the centerpiece
of the United States Attorney General's drug strategy to reduce the availability of drugs by disrupting and
dismantling major drug trafficking and money laundering organizations, as well as related criminal
enterprises.

The Program operates nationwide and combines the resources and unique expertise ofnumerous Federal
agencies, such as the Bureau of Alcohol, Tobacco, Firearms and Explosives; the Drug Enforcement
Administration; the Federal Bureau of Investigation; and the Internal Revenue Service, to name a few.

In November of 2013, the City of EI Cajon received $10,000 in funding for the OCDETF Program.
However, as a result of the productive partnership with the task force and active participation in ongoing
activities, the City of El Cajon's Police Department has been granted an additional allocation of $20,000.
This additional money will be used to fund overtime operations and allow EI Cajon to continue its
participation in OCDETF investigations, or strategic initiatives, with a nexus to the City. The additional
funding brings EI Cajon's total award for Fiscal Year 2013-2014 to $30,000.



FISCAL IMPACT:

The City of El Cajon is eligible to receive an additional allocation of the OCDETF Grant funding as
indicated below:

Budoet Activity No. 225900-PD052

Expenditure Cateqorv
Overtime

Total

Jim Redma
CHIEF OF POLICE

Account
7120

FY2013-2014
Appropriation

$20,000.00

$20,000.00
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Mayor Wells, Mayor Pro Tem Kendrick
Councilmembers Ambrose, Bales, McClellan

MEETING: 01/28/2014

ITEM NO: 1.7

FROM: Purchasing Agent

SUBJECT: Award of Bid 015-14, Motor Vehicles 2014-PD

RECOMMENDATION: That the City Council:

1) Find the protest submitted by Bill Alexander Ford Lincoln Mercury, Inc. to be timely,
but without merit.

2) Find the apparent low bidder non-responsive for failure to submit proof of a California
dealer license.

3) Based on the above, adopt the next resolution in order and award the bid to the lowest
responsive, responsible bidders; Raceway Ford for six Ford Explorers, one Ford F-150
Crew Cab and one F-350 Crew Cab, in the amount of $242,937.03; and Winner Chevrolet
for two Chevrolet Impalas, in the amount of $40,488.64.

BACKGROUND: On June 25, 2013, Council approved the purchase of replacement
police vehicles. Nine prospective bidders obtained bid packages, and four responses were
received and opened at 2:00 p.m., December 18, 2013. One additional response was
received after the bid opening and was returned unopened to the prospective bidder in
accordance with policy.

The apparent low bidder is Bill Alexander Ford Lincoln Mercury, Inc., ofYuma, Arizona.
Upon further review of its bid, it was discovered that Bill Alexander Ford Lincoln
Mercury, Inc. is not a California licensed dealer and therefore, is considered non­
responsive to the bid specifications.

When notified of its disqualification, Bill Alexander Ford Lincoln Mercury, Inc. submitted
a written protest via e-mail on January 10, 2014. Therefore, we consider their protest to
be timely. Bill Alexander Ford Lincoln Mercury, Inc. is protesting the fact that the City is
considering their bid non-responsive for failure to provide proof of a California dealer
license. Their protest states that they are able to license the vehicles by using a third
party, one possessing the appropriate California dealer's license from the Department of



Motor Vehicles.

As stated in the bid specifications the selling dealer shall include proof of Dealer license
issued by the Occupational Licensing Branch of the California Department of Motor
Vehicles. In California Vehicle Code 11700.1 it states that a dealer who does not have an
established business in this state, but is a vehicle dealer in another state, is limited to the
sale ofvehicles to persons licensed in California. Staffhas determined that by not having
the requisite license at the time that the bid was submitted a bidder has an advantage
over the other bidders, who do possess the license; therefore the requirement cannot be
waived, even if the apparent low bidder subsequently obtains the license.

Purchasing, in concurrence with the Assistant City Manager, recommends award ofthe
bid to the lowest responsive, responsible bidders, Raceway Ford and Winner Chevrolet in
the total amount of $283,425.67. The summary of bids is attached and complete
proposals are on file in Purchasing.

FISCAL IMPACT: $283,425.67.
Sufficient funds are available for this purchase in Activity/Account #605000-9040 (Vehicle
Replacement) .

PREPARED BY:

CB fJd;co
Dede Porter
PURCHASING AGENT

REVIEWED BY:

~Holly Reed-Flk
INTERIM DIRECTOR OF
FINANCE

APPROVED BY:

~-~D~ugasWiiiiid ~

CITY MANAGER



BID SUMMARY - BID NO. 015-14

BIDDER- FORD EXPLORERS (6), F-150 CREW CAB (1), & F-350 CREW CAB (1)

Bill Alexander Ford (yuma, AZ)

Raceway Ford (Riverside)

Sunroad Auto, LLC dba Kearney Pearson Ford (San Diego)

BIDDER - CHEVROLET IMPALAS (2)

Winner Chevrolet (Elk Grove)

* RECOMMEND AWARD

**Considered non-responsive to the bid specifications.

TOTALAMOUNT BID

$241,388.78**

$242,937.03*

$243,193.18

TOTAL AMOUNT BID

$40,488.64*



RESOLUTION NO. -14

RESOLUTION AWARDING BID
FOR MOTOR VEHICLES 2014.

(Bid No. 015-14).

WHEREAS, bids for the purchase of replacement motor vehicles were publicly
opened at 2:00 p.m. on December 18, 2013; and

WHEREAS, four responses were received, and one additional response was
received after the bid opening and was returned unopened to the prospective bidder, in
accordance with policy; and

WHEREAS, the apparent low bidder, Bill Alexander Ford Lincoln Mercury, Inc.,
failed to submit proof of a California dealer license and therefore is considered non­
responsive; and

WHEREAS the protest submitted by Bill Alexander Ford Lincoln Mercury, Inc.
was found to be timely, but without merit; and

WHEREAS, Purchasing, in concurrence with the Assistant City Manager,
recommends award of the bid to the lowest responsive, responsible bidders; and

WHEREAS, the City Council believes it to be in the best interests of the City to
award the bid to the lowest responsive, responsible bidders.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF EL CAJON AS FOLLOWS:

1. The City Council hereby rejects all other bids or proposals, except those
herein mentioned, and the bid for motor vehicles is hereby awarded as follows:

Vendor Vehicle Amount
Raceway Ford (6) Ford Explorers $242,937.03

(1) Ford F-150 Crew Cab
(1) F-350 Crew Cab

Winner Chevrolet (2) Chevrolet Impalas $40,488.64

Total Amount $283,425.67

for a total bid amount not to exceed $ 283,425.67.

2. The Purchasing Agent is hereby authorized to issue purchase orders for
said vehicles.

1/28/14(Item 1.7)

Motor Vehicles awd Bid No 015-14
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Deputy Director of Public Works

Mayor Wells, Mayor Pro Tern Kendrick,
Councilmembers Ambrose, Bales, McClellan,

FROM:

TO:

SUBJECT: Approval of Plans and Specifications for Pedestrian Countdown
Signals, Federal-Aid Project HSIPL-5211(026).
PW3487 I Bid Number 018-14

RECOMMENDATION: That the City Council: Adopt the next RESOLUTIONS in
order to approve Plans and Specifications and direct a Notice Inviting Sealed Bids to be
opened on February 27, 2014.

BACKGROUND: The City ofEl Cajon will be removing and replacing approximately 589
pedestrian signal indications with new countdown timer indications at 97 traffic signal
intersections, funded by a Highway Safety Improvement Program (HSIP) grant and Local
TransNet funds. This safety improvement project, required by the California Manual on
Uniform Traffic Control Devices, will provide a visual cue to pedestrians crossing the street
with how much time is remaining before the pedestrian crossing interval terminates,
thereby improving pedestrian safety. Plans and specifications are available for review in
the City Clerk's Office.

CEQA: The proposed pedestrian countdown signals project is categorically exempt from
the provisions of the California Environmental Quality Act (CEQA) according to Section
15301 (Class 1) (c) of the CEQA Guidelines. Section 15301 provides an exemption for the
maintenance of public streets.

FISCAL IMPACT: The project funding allocation is in the adopted 2013-2014 Capital
Improvement Program Budget (550000-9065-PW3487). Construction will be funded from
Federal-aid ($159,000) and Local TransNet funds ($18,300) (EL06) for a total of$177,300.
General Funds will not be expended for this project.

APPROVED BY:

Douglas Willi
CITYMANAG

REVIEWED

C ~----
Maj~-Ghafry
ASSISTANT
CITY MANAGER

Michael Griffit s
DEPUTY DIRECTOR
OF PUBLIC WORKS



RESOLUTION NO. -14

RESOLUTION APPROVING PLANS AND SPECIFICATIONS
FOR PEDESTRIAN COUNTDOWN SIGNALS, FEDERAL-AID

PROJECT HSIPL-5211 (026)
(Bid No. 018-14, Job No. PW 3487).

WHEREAS, the City Engineer has submitted plans and specifications for Pedestrian
Countdown Signals Federal-Aid Project HSIPL-5211 (026); and

WHEREAS, it appears to be in the best interests of the City of EI Cajon that the
plans and specifications for said project be approved.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
EL CAJON AS FOLLOWS:

1. That the plans and specifications submitted by the City Engineer for
Pedestrian Countdown Signals Federal-Aid Project HSIPL-5211(026) are hereby approved
and adopted as the official plans and specifications for said project.

2. Said plans and specifications are directed to be filed in the office of the City
Engineer of the City of EI Cajon.

1/28/14 (Item 1.8)

Pedestrian CountdownSignals apr



RESOLUTION NO. ----=H

RESOLUTION ORDERING THE WORK AND DIRECTING
PUBLICATION OF NOTICE INVITING BIDS FOR

PEDESTRIAN COUNTDOWN SIGNALS, FEDERAL-AID
PROJECT HSIPL-5211(026)

(Bid No. 018-14, Job No. PW 3487).

WHEREAS, plans and specifications have been submitted for Pedestrian
Countdown Signals Federal-Aid Project HSIPL-5211(026); and

WHEREAS, it appears to be in the best interests of the City that said work be
ordered to be done.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
EL CAJON AS FOLLOWS:

1. That the City Council does hereby order that Pedestrian Countdown Signals
Federal-Aid Project HSIPL-5211 (026) shall be completed.

2. That Wednesday, February 27,2014, at 2:00 P.M., in the office designated
by the Purchasing Agent of the City of EI Cajon, 200 Civic Center Way, EI Cajon,
California, is hereby fixed as the time and place for the opening of bids for said project.

3. The Purchasing Agent of the City of EI Cajon is hereby directed to cause a
Notice to Bidders to be published in the newspaper, in accordance with the provisions of
law.

1/28/14 (Item 1.8)

Pedestrian Countdown Signals ntc
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TO: Mayor Wells, Mayor Pro Tem Kendrick
Councilmembers Ambrose, Bales, McClellan

TheValley ofopportunity
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FROM: Community Development Department Housing Manager

SUBJECT: PARTIAL TERMINATIONS OF DISPOSITION AND
DEVELOPMENT AGREEMENTS WITH PRIEST DEVELOPMENT
CORPORATION, SMITH'S FOOD & DRUG CENTERS, INC., and
PARK AVENUE HOMES, LP.

RECOMMENDATION: That the City Council, acting as the Successor Agency to the
EI Cajon Redevelopment Agency:

1. Open the joint public hearing and receive testimony;

2. Close the joint public hearing;

3. Adopt the next resolutions, in order, approving the Termination (in part) of
Disposition and Development Agreements for the following four redevelopment
projects:

a. Priest Development Corporation, its successor and/or assigns, governing
the land use restrictions for the property located at the corner of North
Magnolia Avenue and Main Street (the "NW Corner Project");

b. Priest Development Corporation, its successors and/or assigns, governing
the land use restrictions for the property known bounded by South
Magnolia Avenue, Douglas Avenue, Orange Avenue and Main Street (the
"SW Corner Project");

c. Smith's Food & Drug Centers, Inc., its successors and/or assigns,
governing the land use restrictions for the property bounded by Magnolia
Avenue, Main Street, Chambers Street, Cypress Avenue ("The Corners
Project");

d. Park Avenue Homes, LP, its successors and/or assigns, governing the
land use restrictions for the property bounded by East Park Avenue,
Ballantyne Street, and Wells Avenue ( "Magnolia Villas Project");
substantially in the forms as presented, reserving nondiscrimination and
hazardous waste indemnification covenants or obligations; and

4. Authorize the Executive Director to execute all documents necessary to
partially terminate the DDAs and ancillary recorded documents, reserving such



Successor Agency Agenda Report
Partial Terminations of Disposition and
Development Agreements with Priest Development
Corporation, Smith's Food & Drug Centers, Inc., and
Park Avenue Homes, LP.
January 28,2014, Agenda

covenants and conditions as described above.

BACKGROUND:

The City of EI Cajon, as the Successor Agency to the EI Cajon Redevelopment Agency
is charged with the winding down of the affairs of the former EI Cajon
Redevelopment Agency ("Agency"). This includes terminating any agreement that
would be in the best interest of the taxing entities, or would result in decreasing
liabilities or increasing revenues.

Staff has reviewed numerous Agency agreements and has identified four that do not
involve existing Successor Agency properties, and therefore, meet the requirements
for termination. The agreements include:

• Priest Development Corporation (NW Corner Project): On October 30, 2000,
the former Agency entered into a Disposition and Development Agreement
("DDA") with Priest Development Corporation for the acquisition of .554 acres,
more particularly described in Attachment "N', and development of a two
story mixed-use project, consistent with the EI Cajon Downtown Master Design
Plan in Specific Plan 182 (the "Plan"). Development of the project is fully
complete and only land use conditions remain a part of the DDA, which can be
addressed through the Zoning Code.

• Priest Development Corporation (SW Corner Project): On December 4, 2001,
the former Agency entered into a Disposition and Development Agreement
("DDA") with Priest Development Corporation for the acquisition of 2.27 acres,
more particularly described in Attachment "B", and development of 96,064
sq. ft. of commercial/retail space with residential, and 28 single-family
townhouse units. The DDA was amended on May 31, 2011, to provide
additional time to develop the Project in two phases and again on July 18,
2012, to remove the condition to lease space for a family-style restaurant.
Development of the project is fully complete and only land use conditions
remain a part of the DDA, which can be addressed through the Zoning Code.

• Smith's Food & Drug Centers, Inc. (The Corners Project): On December 16,
1992, the former Agency entered into a Disposition and Development
Agreement ("DDA-1") with Smith's/OliverMcMillan El Cajon J.V. (Developer)
and Smith's Food & Drug Centers, Inc. (Buyer) for the acquisition and
development of approximately 12 acres, more particularly described in
Attachment "C", for retail commercial use, including: a Smith's Food and
Drug Super Store, dinner house restaurant, and accessory shop space that
complements the community. The Disposition and Development Agreement
was amended on December 19, 1995 ("DDA"), to address the remaining
partially developed Smith's parcels, including conveyance of a parcel to the
Agency (now known as the NW Corner Project). The project was to be
developed in three phases: Phase 1 included the Smith's Food and Drug Store,
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accessory shop space and corner commercial improvements at the corner of
Main Street and Magnolia Avenue; Phase 2 included auxiliary shop and pad
developments of approximately 11,000 sq. ft.; and Phase 3 included pad
developments of approximately 12,000 sq. ft. All improvements were required
to be consistent with the EI Cajon Downtown Master Design Plan in Specific
Plan 182 (the "Plan"). Development of the project is fully complete and only
land use conditions remain a part of the DDA, which can be addressed through
the Zoning Code.

• Park Avenue Homes, LP (Magnolia Villas Project): On January 29, 2003, the
former Agency entered into a Disposition and Development Agreement
("DDA") with Priest Development Corporation for the acquisition of 5.85 acres,
more particularly described in Attachment "D", and development of 103
single-family residential units to be built in four phases. The DDA was
amended on January 31, 2006, to relieve the Developer of his obligation to
construct sixteen (16) affordable units through payment of an In Lieu Fee, and
again on May 13, 2008, to allow Developer temporary rental of 10 single-family
units and provide an extension of time for completion of phase 3 and 4 due to
the economic downturn. Development of the project is not yet fully complete.
However, only land use conditions remain a part of the DDA, specifically for
construction of phase 3 and 4 units, which will be addressed as construction
commences.

Because each DDA provides, among other things, that the Original Developer or
Buyer and its successors and assignees devote each property to either commercial
retail or single-family residential construction, and other accessory uses, as specified
in the Redevelopment Plan, these covenants run with the land (the "Restrictive
Covenant") indefinitely until terminated.

Because the Restrictive Covenant limits the use of property in accordance with each
DDA, it becomes a land use restriction that must be addressed prior to approval of
any discretionary entitlement process to use the property for purposes that would
normally be approved under the current Zoning Code. For these reasons, staff is
recommending that the Agreement be terminated with each property owner.

Termination of the DDA's also meets Section 34181(e) of California Health and Safety
Code, which requires that successor agencies "determine whether any contracts,
agreements, or other arrangements between the dissolved redevelopment agency and
any private parties should be terminated or renegotiated...." Section 34181(e) allows
the termination of such agreements if the Oversight Board finds that early
termination is in the best interests of the taxing entities. By terminating the DDA,
the Developer or current owner will have the flexibility to market the property to a
greater number of possible tenants, which could result in an increased valuation of
each property and neighboring properties much sooner than is presently realized.
Staff finds no reasons to any longer maintain these land use restrictions.
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However, certain covenants should survive the termination of each of the DDAs.
Therefore, staff recommends that obligations on the part of the property owners,
related to nondiscrimination in the hiring of employees and treatment of members of
the public, as well as obligations on the part of the Successor Agency to complete the
remediation of certain hazardous conditions, should remain in effect.

Due to the size of the DDA documents and amendments, all DDA's are on file with
the City Clerk for public review.

Separate authorization to terminate the DDA's by the Oversight Board will be
requested at their next regularly scheduled meeting, and will be subject to California
Department of Finance approval to become effective.

CEQA: Approval of the termination of the DDA's listed above, related restrictive
covenants and preparation of reasonable and required documentation is exempt from
the California Environmental Quality Act (CEQA) under Section 15061 (b) (3)
(General Rule) of the CEQA Guidelines because the proposed agreements will not
cause a significant adverse physical change to the environment either directly or
indirectly.

FISCAL IMPACT: No impact. The requested action will terminate four former
Agency DDA's regulating land use for the SW Corner, NW Corner, The Corners
Project, and Magnolia Villas Project. By terminating the agreements, revenues to the
taxing entities will increase through a reduction in project management costs paid by
Redevelopment Property Tax Trust Funds. There is also the potential for an increased
valuation of property created through enhanced leasing opportunities with the
elimination of land use restrictions and through increased property taxes upon
completion of residential units.

APPROVED BY:

~ iri:I~Douglas Willid
CITY MANAGER

Attachments:
1. Draft Termination of Disposition and Development Agreement
2. Attachment ".A!' - NW Corner Project parcel map
3. Attachment "B" - SW Corner Project parcel map
4. Attachment "C" - The Corners Project parcel map
5. Attachment "D" - Magnolia Villas Project parcel map



RESOLUTION NO. -14

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF EL CAJON AS THE SUCCESSOR AGENCY TO
THE FORMER EL CAJON REDEVELOPMENT AGENCY,

APPROVING THE TERMINATION, IN PART, OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT
AND RELATED RESTRICTIVE COVENANTS WITH

PRIEST DEVELOPMENT CORPORATION,
ITS SUCCESSOR AND/OR ASSIGNMENTS, GOVERNING

THE LAND USE RESTRICTIONS FOR THE PROPERTY KNOWN
AS THE NW CORNER PROJECT, AND APPROVING
EXECUTION OF ANY DOCUMENTS NECESSARY

FOR THE TERMINATION OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT

WHEREAS, the City of EI Cajon (the "City") formed the EI Cajon Redevelopment
Agency (the "Agency"), which continuously engaged in redevelopment activities under
the Community Redevelopment Law (Health and Safety Code sections 33000 et seq.)
(the "Redevelopment Law") until Assembly Bill1X26 (the "Dissolution Act") dissolved all
redevelopment agencies in the state of California, including the EI Cajon
Redevelopment Agency, effective February 1,2012; and

WHEREAS, Section 34173 of the Redevelopment Law, as amended by the
Dissolution Act, provides that the City, as the agency authorizing the creation of the
Agency, is the successor entity to the Agency upon its dissolution (the "Successor
Agency"), and is responsible for those obligations set forth in section 34177· of the
Redevelopment Law, which include collecting obligations to the Agency, disposing of
assets, winding down the affairs of the Agency, and otherwise performing such
functions as required under the Dissolution Act; and

WHEREAS, on October 30, 2000, the Agency entered into a Disposition and
Development Agreement ("DDA") with Priest Development Corporation (the
"Developer") for the sale and development of that certain property located on the north
side of Magnolia Avenue at Main Street (the "NW Corner Project"), more particularly
described in Exhibit "A" (the "Property"); and

WHEREAS, the purchase price of the Property of $65,000 was paid through
close of escrow in December 2000, and no financial assistance remains due to the
Agency or the Developer; and

WHEREAS, development of the project is fully complete and only land use
conditions remain a part of the DDA, which can be addressed through the Zoning Code;
and

(Continued on Page 2)
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WHEREAS, because several sections of the DDA and attachments limit the
types of uses that are allowed on the property (the "Restrictive Covenants"), they
become a land use restriction that must be addressed prior to approval of any
discretionary entitlement process to use the property for purposes that would normally
be approved under the current Zoning Code; and

WHEREAS, Section 3.9 of the DDA is mandated by Health and Safety Code
Sections 33435 and 33436, which require covenants prohibiting discrimination and
segregation, and specifies language required to be included in all deeds and leases
related to the Property, in perpetuity (the "Nondiscrimination Covenant"); and

WHEREAS, Section 4.3 of the DDA further provides covenants indemnifying the
Developer against any and all liabilities, losses, claims, demands, or orders in
connection with: (a) the existence of any hazardous waste or toxic substances as
defined or regulated by federal and state law ("Hazardous Waste") on or about the
subject Property prior to the close of escrow; (b) any past or current violations not
remediated and then existing as to any Hazardous Waste; and (c) the removal of any
Hazardous Waste, which was then known or thereafter discovered to exist on the
subject Property as of the date of close of escrow (the "Hazardous Waste Covenant");
and

WHEREAS, for these reasons staff is recommending the DDA be terminated with
the Developer, its successors and/or assigns, while retaining and reserving the
Nondiscrimination and Hazardous Waste Covenants for the Property; and

WHEREAS, termination of the DDA also complies with the provisions of Section
34181(e) of the California Health and Safety Code, which requires that successor
agencies "(d)etermine whether any contracts, agreements, or other arrangements
between the dissolved redevelopment agency and any private parties should be
terminated or renegotiated... ."; and

WHEREAS, Section 34181(e) allows the parties to terminate such agreements if
the Oversight Board finds that early termination is in the best interests of the taxing
entities; and

WHEREAS, on January 15, 2014, the Oversight Board approved the termination
of the DDA; and

WHEREAS, by terminating the DDA, the Developer, its successors and/or
assigns, will have the flexibility to market the property to a greater number of possible
tenants, which could result in an increased valuation of the Property and neighboring
properties much sooner than is presently realized; and

WHEREAS, staff finds no reason to any longer maintain these land use
restrictions, except for the Nondiscrimination and HazardousWaste Covenants.

(Continued on Page 3)



Page 3 of 3, Resolution No. __-14

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF EL CAJON AS SUCCESSOR AGENCY TO THE EL CAJON REDEVELOPMENT
AGENCY AS FOLLOWS:

1.
Council.

The above recitals are true and correct and are the findings of the City

2. Approval of the Termination Agreement of Disposition and Development
Agreement, related restrictive covenants, and preparation of reasonable and required
documentation is exempt from the California Environmental Quality Act (CEQA) under
Section 15061 (b) (3) (General Rule) of the CEQA Guidelines because the proposed
agreements will not cause a significant adverse physical change to the environment
either directly or indirectly.

3. The proposed terms would be in the best interests of the affected taxing
entities and the public because it will allow the Developer, its successors and/or
assig ns, to have flexibility to market the property to a greater number of possible
tenants, which could result in an increased valuation of the Property and neighboring
properties much sooner than is presently realized.

4. The City Council approves the Termination of Disposition and
Development Agreement, and all related restrictive covenants, substantially in the form
as presented in Exhibit IA-1" (the "Termination Documents") with Priest Development
Corporation, its successors and/or assigns, governing the land use restrictions for the
property known as the NW Corner Project, located on the north side of Magnolia
Avenue at Main Street, more particularly described in Exhibit "A"; provided, however,
that the Termination Documents shall expressly reserve and retain those covenants and
restrictions contained in Section 3.9 (Nondiscrimination Covenant) and Section 4.3
(HazardousWaste Covenant) in perpetuity.

5. The City Council hereby directs the City Manager, or such person
designated by the City Manager, to take all actions and execute all such other and further
documents necessary to terminate the Agreement.

6. The City Clerk is directed to forward a copy of this Resolution to any party
requesting notice of the action.

01/28/14(Item No.3.1)
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Exhibit "A-1"

TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT

This TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT
("Termination Agreement") is entered into as of ("Date of
Agreement") by and between the SUCCESSOR AGENCY TO THE FORMER EL CAJON
REDEVELOPMENT AGENCY, a public body, corporate and politic ("Agency"), and PRIEST
DEVELOPMENT CORPORATION, a California Corporation, its successors and/or assignments
(the "Developer").

RECITALS

A. The Former El Cajon Community Redevelopment Agency, (the "Former
Agency"), entered into an Disposition and Development Agreement ("DDA") dated October 30,
2000, with Priest Development Corporation (the "Developer"), for the development ofthat certain
propertyknown as the NW Comer Project, more particularly described in Exhibit "A" (the "Site").

B. Section 3.1 of the DDA provides, among other things, that Developer and its
successors and assignees devote the Site to commercial retail, and other accessory uses, as
specifiedin the Redevelopment Plan, and that the covenant shall run with the land (the "Restrictive
Covenant") indefinitely. Section 3.9 of the DDA further provides covenants prohibiting
discriminationand specifies language required to be included in all deeds and leases related to the
Site in perpetuity (the "Nondiscrimination Covenant").

C. Section 4.3 of the DDA further provides covenants indemnifying the Original
Developer against any and all liabilities, losses, claims, demands, or orders in connection with: (a)
the existence of any hazardous waste or toxic substances as defined or regulated by federal and
state law ("Hazardous Waste") on or about the subject property prior to the close of escrow; (b)
anypast or current violations not remediated and then existing as to any Hazardous Waste; and (c)
the removal of any Hazardous Waste, which was then known or thereafter discovered to exist on
the subject Property as of the date of close of escrow (the "Hazardous Waste Covenant").

D. Because the Restrictive Covenant limits the use of the Site in accordance with the
DDA~ it becomes a land use restriction that must be addressed prior to approval of a discretionary
entitlement process to use the property for anything other than retail commercial purposes for
properties sold for commercial development. In the case for properties sold for residential
development, rental of the units in order to meet financial obligations is prohibited and could
therefore jeopardize the viability of completion of the project. Termination of the DDA would
provide the Developer the flexibility to market the commercial properties to a greater number of
possible tenants, which could result in an increased valuation of the Site and neighboring
properties much sooner than is presently realized.

E. Termination of the DDA also meets Section 34181(e) of California Health and
Safety Code, which requires that successor agencies "(d)etermine whether any contracts,
agreements, or other arrangements between the dissolved redevelopment agency and any private
parties should be terminated or renegotiated...." Section 34181(e) allows the parties to terminate
such agreements if the Oversight Board finds that early termination is in the best interests of the
taxing entities.
i
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F. For these reasons, the Developer now wishes to terminate the DDA with the
Agency while retaining and reserving the Nondiscrimination Covenant and the Hazardous Waste
Covenant for the Site.

NOW, THERFORE, in consideration ofthe foregoing recitals and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, Agency and
Developer hereby agree as follows:

1. Termination of the DDA. Effective upon the Date of Agreement of this
Termination Agreement, Agency and Developer hereby acknowledge and agree that the DDA
shallbe terminated and discharged, and shall be of no further force or effect, except retaining and
reserving the Nondiscrimination Covenant and the Hazardous Waste Covenant for the Site. Upon
the effectiveness of the termination of the DDA as provided in the immediately preceding
sentence, neither Agency nor Developer shall have any rights or obligations pursuant to the DDA,
except those respecting reservation of the Nondiscrimination and Hazardous Waste Covenants.

2. Mutual Releases. In consideration of the foregoing, Agency and Developer
hereby irrevocably and unconditionally release, acquit, and forever discharge each other, and each
of the other's successors, predecessors, assigns, owners, stockholder, directors, officers,
employees, agents, guarantors, representatives, attorneys, divisions, parent corporations,
subsidiaries, affiliates, partners, joint venturers, unincorporated associates, trusts, trustors,
trustees, beneficiaries, heirs, insurers, and affiliated persons or entities (which specifically
includes, but is not limited to, with respect to the Agency, the Former Agency, and the City of
£'1 Cajon, from any and all charges, complaints, claims, contracts, liabilities, duties, obligations,
promises, agreements, damages, actions, causes of action, suits, rights, demands, costs, losses,
debtsand expenses, including attorney's fees and court costs, anticipated or actual incurred, ofany
nature whatsoever, known or unknown, suspected or unsuspected, which Agency or Developer, or
their successors and assigns, including the Original Developer, or any related person or entitled as
described above, now has, owns or holds, or claims to have, own or hold, or which said parties at
any time heretofore had, owned or held, or claimed to have had, owned or held, against one
another, or any ofthe other related persons or entities as described above, in any way arising out of
or relatingto the DDA, or to implementation of the DDA by either party.

3. Waiver of Civil Code Section 1542. Agency and Developer both understand and
agree that the releases provided in Section 2 above extend to all claims of every kind of nature,
whetherknown or unknown, suspected or unsuspected, arising out of, in connection with, or raised
in relation to the DDA, or implementation of the DDA by Agency or Developer. It is expressly
understood and agreed that Agency and Developer each hereby waives the provisions of Section
1542 of the California Civil Code, which provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN
BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR.

Agency:

2

Developer:



4. Counterparts. This Termination Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original and all of which, when taken
together, shall constitute one agreement.

IN WITNESS WHEREOF, this Termination Agreement has been executed by each party's
respective duly authorized officers, as of the date first above written.

SUCCESSOR AGENCY:

SUCCESSOR AGENCY TO THE FORMER
EL CAJON REDEVELOPMENT AGENCY,
a public body, corporate and politic

Douglas Williford, Executive Director

ATTEST:

Belinda Hawley, Secretary

APPROVED AS TO FORM:

Morgan Foley, Agency Counsel

DEVELOPER:

PRIEST DEVELOPMENT CORPORATION,
aCalifornia Corporation

By: _
Darryl R. Priest, Priest Development Corporation

By: _

3



RESOLUTION NO. -14

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF EL CAJON AS THE SUCCESSOR AGENCY TO
THE FORMER EL CAJON REDEVELOPMENT AGENCY,

APPROVING THE TERMINATION, IN PART, OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT
AND RELATED RESTRICTIVE COVENANTS WITH

PRIEST DEVELOPMENT CORPORATION,
ITS SUCCESSOR ANDIOR ASSIGNMENTS, GOVERNING

THE LAND USE RESTRICTIONS FOR THE PROPERTY KNOWN
AS THE SW CORNER PROJECT, AND APPROVING
EXECUTION OF ANY DOCUMENTS NECESSARY

FOR THE TERMINATION OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT

WHEREAS, the City of EI Cajon (the "City") formed the EI Cajon Redevelopment
Agency (the "Agency"), which continuously engaged in redevelopment activities under
the Community Redevelopment Law (Health and Safety Code sections 33000 et seq.)
(the "Redevelopment Law") until Assembly BiII1X26 (the "Dissolution Act") dissolved all
redevelopment agencies in the state of California, including the EI Cajon
Redevelopment Agency, effective February 1, 2012; and

WHEREAS, Section 34173 of the Redevelopment Law, as amended by the
Dissolution Act, provides that the City, as the agency authorizing the creation of the
Agency, is the successor entity to the Agency upon its dissolution (the "Successor
Agency"), and is responsible for those obligations set forth in section 34177 of the
Redevelopment Law, which include collecting obligations to the Agency, disposing of
assets, winding down the affairs of the Agency, and otherwise performing such
functions as required under the Dissolution Act; and

WHEREAS, on December 4, 2001, the Agency entered into a Disposition and
Development Agreement ("DDA") with Priest Development Corporation (the
"Developer") for the sale and development of that certain property known as the "SW
Corner Project," more particularly described in Exhibit "A" (the "Property"); and

WHEREAS, the purchase price of the Property of $367,996 was paid through
close of escrow in June 2002, and no financial assistance remains due to the Agency or
the Developer; and

WHEREAS, development of the project is fully complete and only land use
conditions remain a part of the DDA, which can be addressed through the Zoning Code;
and

(Continued on Page 2)
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WHEREAS, because several sections of the DDA, attachments and
Amendments limit the types of uses that are allowed on the Property ("Restrictive
Covenants"), they become a land use restriction that must be addressed prior to
approval of a discretionary entitlement process to use the property for purposes that
would normally be approved under the current Zoning Code; and

WHEREAS, Section 3.9 of the DDA is mandated by Health and Safety Code
Sections 33435 and 33436, which require covenants prohibiting discrimination and
segregation, and specifies language required to be included in all deeds and leases
related to the Property, in perpetuity (the "Nondiscrimination Covenant"); and

WHEREAS, Section 4.3 of the DDA further provides covenants indemnifying the
Developer against any and all liabilities, losses, claims, demands, or orders in
connection with: (a) the existence of any hazardous waste or toxic substances as
defined or regulated by federal and state law ("Hazardous Waste") on or about the
subject Property prior to the close of escrow; (b) any past or current violations not
remediated and then existing as to any Hazardous Waste; and (c) the removal of any
Hazardous Waste which was then known or thereafter discovered to exist on the
subject Property as of the date of close of escrow (the "Hazardous Waste Covenant");
and

, WHEREAS, for these reasons staff is recommending the DDA be terminated with
the Developer, its successors and/or assigns, while retaining and reserving the
Nondiscrimination and Hazardous Waste Covenants for the Property; and

WHEREAS, termination of the DDA also meets Section 34181 (e) of California
Health and Safety Code, which requires that successor agencies "(d)etermine whether
any contracts, agreements, or other arrangements between the dissolved
redevelopment agency and any private parties should be terminated or
renegotiated.... "; and

WHERAS, Section 34181(e) allows the parties to terminate such agreements if
the Oversight Board finds that early termination is in the best interests of the taxing
entities; and

WHEREAS, on January 15,'2014, the Oversight Board approved the termination
of the DDA; and

WHEREAS, by terminating the DDA, the Developer, its successors and/or
assigns, will have the flexiblllty to market the property to a greater number of possible
tenants, which could result in an increased valuation of the Property and neighboring
properties much sooner than is presently realized; and

WHEREAS, staff finds no reason to any longer maintain these land use
restrictions, except for the Nondiscrimination and Hazardous Waste Covenants.
!

(Continued on Page 3)
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NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF EL CAJON AS SUCCESSOR AGENCY TO THE EL CAJON REDEVELOPMENT
AGENCY AS FOLLOWS:

1.
Council.

The above recitals are true and correct and are the findings of the City

2. Approval of the Termination Agreement of Disposition and Development
Agreement, related restrictive covenants and preparation of reasonable and required
documentation is exempt from the California Environmental Quality Act (CEQA) under
Section 15061 (b) (3) (General Rule) of the CEQA Guidelines because the proposed
agreements will not cause a significant adverse physical change to the environment
either directly or indirectly.

3. The proposed terms would be in the best interests of the affected taxing
entities and the public because it will allow the Developer, its successors and/or
assigns, to have flexibility to market the property to a greater number of possible
tenants, which could result in an increased valuation of the Property and neighboring
properties much sooner than is presently realized.

4. The City Council approves the Termination of Disposition and
Development Agreement and all related restrictive covenants, substantially in the form
as presented in Exhibit "A-1") ("Termination Documents") with Priest Development
Corporation, it successors and/or assigns, governing the land use restrictions for the
property known as the SW Corner Project, bounded by Magnolia Avenue, Douglas
Avenue, Orange Avenue, and Main Street, more particularly described in Exhibit "A";
provided, however, that the Termination Documents shall expressly reserve and retain
those covenants and restrictions contained in Section 3.9 (Nondiscrimination Covenant)
and Section 4.3 (Hazardous Waste Covenant) in perpetuity.

5. The City Council hereby directs the City Manager, or such person
designated by the City Manager, to take all actions and execute all such other and further
documents necessary to terminate the Agreement.

6. The City Clerk is directed to forward a copy of this Resolution to any party
requesting notice of the action.

01/28/14 (Item No. 3.1)
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Exhibit "A-1"

TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT

This TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT
("Termination Agreement") is entered into as of ("Date of
Agreement") by and between the SUCCESSOR AGENCY TO THE FORMER EL CAJON
REDEVELOPMENT AGENCY, a public body, corporate and politic ("Agency"), and PRIEST
DEVELOPMENT CORPORATION, a California Corporation, its successors and/or assignments
(the "Developer").

RECITALS

A. The Former El Cajon Community Redevelopment Agency, (the "Former
Agency"), entered into an Disposition and Development Agreement ("DDA") dated December 4,
2001, with Priest Development Corporation (the "Developer"), for the development ofthat certain
propertyknown as the SW Comer Project, more particularly described in Exhibit "B" (the "Site").
The DDA was amended on May 31, 2011 to provide additional time to develop the project in two
phases and again on July 18,2012, to remove the condition to lease the space for a family-style
restaurant.

B. Section 3.1 of the DDA provides, among other things, that the Developer and its
successors and assignees devote the Site to a mixed-use development consisting of three
commercial/retail buildings with five (5) residential lofts, a family style restaurant, twenty-eight
single family residential town house units, and other accessory uses, as specified in the
Redevelopment Plan, and that the covenant shall run with the land (the "Restrictive Covenant")
indefinitely. Section 3.9 of the DDA further provides covenants prohibiting discrimination and
specifies language required to be included in all deeds and leases related to the Site in perpetuity
(the"Nondiscrimination Covenant").

C. Section 4.3 of the DDA further provides covenants indemnifying the Developer
against any and all liabilities, losses, claims, demands, or orders in connection with: (a) the
existence of any hazardous waste or toxic substances as defined or regulated by federal and state
law("Hazardous Waste") on or about the subject property prior to the close ofescrow; (b) any past
or current violations not remediated and then existing as to any Hazardous Waste; and (c) the
removal of any Hazardous Waste, which was then known or thereafter discovered to exist on the
subjectProperty as of the date of close of escrow (the "Hazardous Waste Covenant").

D. Because the Restrictive Covenant limits the use of the Site in accordance with the
DDA~ it becomes a land use restriction that must be addressed prior to approval of a discretionary
entitlement process to use the property for anything other than retail commercial purposes for
properties sold for commercial development. In the case for properties sold for residential
development, rental of the units in order to meet financial obligations is prohibited and could
therefore jeopardize the viability of completion of the project. Termination of the DDA would
provide the Developer the flexibility to market the commercial properties to a greater number of
possible tenants, which could result in an increased valuation of the Site and neighboring
propertiesmuch sooner than is presently realized.
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E. Termination of the DDA also meets Section 34181(e) of California Health and
Safety Code, which requires that successor agencies "(d)etermine whether any contracts,
agreements, or other arrangements between the dissolved redevelopment agency and any private
parties should be terminated or renegotiated...." Section 34181(e) allows the parties to terminate
such agreements if the Oversight Board finds that early termination is in the best interests of the
taxing entities.

F. For these reasons, the Developer now wishes to terminate the DDA with the
Agency while retaining and reserving the Nondiscrimination Covenant and the Hazardous Waste
Covenant for the Site.

NOW, THERFORE, in consideration ofthe foregoing recitals and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, Agency and
Developer hereby agree as follows:

1. Termination of the DDA. Effective upon the Date of Agreement of this
Termination Agreement, Agency and Developer hereby acknowledge and agree that the DDA
shall be terminated and discharged, and shall be of no further force or effect, except retaining and
reserving the Nondiscrimination Covenant and the Hazardous Waste Covenant for the Site. Upon
the effectiveness of the termination of the DDA as provided in the immediately preceding
sentence, neither Agency nor Developer shall have any rights or obligations pursuant to the DDA,
except those respecting reservation of the Nondiscrimination and Hazardous Waste Covenants.

2. Mutual Releases. In consideration of the foregoing, Agency and Developer
hereby irrevocably and unconditionally release, acquit, and forever discharge each other, and each
of the other's successors, predecessors, assigns, owners, stockholder, directors, officers,
employees, agents, guarantors, representatives, attorneys, divisions, parent corporations,
subsidiaries, affiliates, partners, joint venturers, unincorporated associates, trusts, trustors,
trustees, beneficiaries, heirs, insurers, and affiliated persons or entities (which specifically
includes, but is not limited to, with respect to the Agency, the Former Agency, and the City of
El Cajon, from any and all charges, complaints, claims, contracts, liabilities, duties, obligations,
promises, agreements, damages, actions, causes of action, suits, rights, demands, costs, losses,
debts and expenses, including attorney's fees and court costs, anticipated or actual incurred, ofany
nature whatsoever, known or unknown, suspected or unsuspected, which Agency or Developer, or
their successors and assigns, or any related person or entitled as described above, now has, owns or
holds, or claims to have, own or hold, or which said parties at any time heretofore had, owned or
held, or claimed to have had, owned or held, against one another, or any of the other related
persons or entities as described above, in any way arising out of or relating to the DDA, or to
implementation of the DDA by either party.

3. Waiver of Civil Code Section 1542. Agency and Developer both understand and
agree that the releases provided in Section 2 above extend to all claims of every kind of nature,
whether known or unknown, suspected or unsuspected, arising out of, in connection with, or raised
in relation to the DDA, or implementation of the DDA by Agency or Developer. It is expressly
'understood and agreed that Agency and Developer each hereby waives the provisions of Section
:1542 of the California Civil Code, which provides as follows:
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A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN
BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR.

Agency: Developer:

4. Counterparts. This Termination Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original and all of which, when taken
together, shall constitute one agreement.

IN WITNESS WHEREOF, this Termination Agreement has been executed by each party's
respective duly authorized officers, as of the date first above written.

SUCCESSOR AGENCY:

SUCCESSOR AGENCY TO THE FORMER
EL CAJON REDEVELOPMENT AGENCY,
a public body, corporate and politic

Douglas Williford, Executive Director

ATTEST:

Belinda Hawley, Secretary

APPROVED AS TO FORM:

Morgan Foley, Agency Counsel

3



DEVELOPER:

PRIEST DEVELOPMENT CORPORATION,
a California Corporation

By: _
Darryl R. Priest, Priest Development Corporation

By: _

4



RESOLUTION NO. -14

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF EL CAJON AS THE SUCCESSOR AGENCY TO
THE FORMER EL CAJON REDEVELOPMENT AGENCY,

APPROVING THE TERMINATION, IN PART, OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT
AND RELATED RESTRICTIVE COVENANTS WITH

PARK AVENUE HOMES, LP,
ITS SUCCESSOR ANDIOR ASSIGNMENTS, GOVERNING

THE LAND USE RESTRICTIONS FOR THE PROPERTY KNOWN
AS THE MAGNOLIA VILLAS PROJECT AND APPROVING

EXECUTION OF ANY DOCUMENTS NECESSARY
FOR THE TERMINATION OF THE

DISPOSITION AND DEVELOPMENT AGREEMENT

WHEREAS, the City of EI Cajon (the "City") formed the EI Cajon Redevelopment
Agency (the "Agency"), which continuously engaged in redevelopment activities under
the Community Redevelopment Law (Health and Safety Code sections 33000 et seq.)
(the "Redevelopment Law") until Assembly BiII1X26 (the "Dissolution Act") dissolved all
redevelopment agencies in the state of California, including the EI Cajon
Redevelopment Agency, effective February 1,2012; and

WHEREAS, Section 34173 of the Redevelopment Law, as amended by the
Dissolution Act, provides that the City, as the agency authorizing the creation of the
Agency, is the successor entity to the Agency upon its dissolution (the "Successor
Agency"), and is responsible for those obligations set forth in section 34177 of the
Redevelopment Law, which include collecting obligations to the Agency, disposing of
assets, winding down the affairs of the Agency, and otherwise performing such
functions as required under the Dissolution Act; and

WHEREAS, on January 29, 2003, the Agency entered into a Disposition and
Development Agreement ("DDA") with Priest Development Corporation ("Original
Developer") for the sale and development of that certain property known as the
"Magnolia Villas Project", more particularly described in Exhibit "A" (the "Property"); and

WHEREAS, the DDA was amended on January 31, 2006, with Park Avenue
Homes, LP ("Developer"), as successor in interest to Original Developer, to relieve the
Developer of his obligation to construct sixteen (16) affordable units through payment of
an In Lieu Fee, and again on March 13, 2008, authorizing Developer to allow temporary
rental of ten (10) single-family units and provide an extension of time for completion of
phase 3 and 4 due to the economic downturn; and

I WHEREAS, the purchase price of the Property of $2,500,000 was paid through
close of escrow in 2004, and no financial assistance remains due to the Agency or the
Developer; and

(Continued on Page 2)
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WHEREAS, development of the project is not yet fully complete; however, only
land use conditions remain a part of the DDA, specifically for construction of phase 3
and 4 units, which can be addressed as construction commences; and

WHEREAS, because several sections of the DDA, attachments and
Amendments limit the types of uses that are allowed on the Property (the "Restrictive
Covenants"), they become a land use restriction that must be addressed prior to
approval of a discretionary entitlement process to use the property for purposes that
would normally be approved under the current Zoning Code; and

WHEREAS, Section 3.8 of the DDA is mandated by Health and Safety Code
Sections 33435 and 33436, which require covenants prohibiting discrimination and
segregation, and specifies language required to be included in all deeds and leases
related to the Property, in perpetuity (the "Nondiscrimination Covenant"); and

WHEREAS, Section 4.3 of the DDA further provides covenants indemnifying the
Developer against any and all liabilities, losses, claims, demands, or orders in
connection with: (a) the existence of any hazardous waste or toxic substances as
defined or regulated by federal and state law ("Hazardous Waste") on or about the
subject Property prior to the close of escrow; (b) any past or current violations not
remediated and then existing as to any Hazardous Waste; and (c) the removal of any
Hazardous Waste, which was then known or thereafter discovered to exist on the
subject Property as of the date of close of escrow (the "Hazardous Waste Covenant");
and

WHEREAS, for these reasons staff is recommending the DDA be terminated with
the Developer, its successors and/or assigns, while retaining and reserving the
Nondiscrimination and Hazardous Waste Covenants for the Property; and

WHEREAS, termination of the DDA complies with the provisions of Section
34181(e) of the California Health and Safety Code, which requires that successor
agencies "(d)etermine whether any contracts, agreements, or other arrangements
between the dissolved redevelopment agency and any private parties should be
terminated or renegotiated.... "; and

WHERAS, Section 34181(e) allows the parties to terminate such agreements if
the Oversight Board finds that early termination is in the best interests of the taxing
entities; and

WHEREAS, on January 15, 2014, the Oversight Board approved the termination
of the DDA; and

WHEREAS, by terminating the DDA, the Developer, its successors and/or
assigns, will have the flexibility to lease units in order to meet financial obligations to its
primary lender, while preparing the Project for construction of phase 3 and 4 units; and

(Continued on Page 3)
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WHEREAS, staff finds no reason to any longer maintain these land use
restrictions, except for the Nondiscrimination and Hazardous Waste Covenants.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF EL CAJON AS SUCCESSOR AGENCY TO THE EL CAJON REDEVELOPMENT
AGENCY, AS FOLLOWS:

1.
Council.

The above recitals are true and correct and are the findings of the City

2. Approval of the Termination Agreement of Disposition and Development
Agreement, related restrictive covenants and preparation of reasonable and required
documentation is exempt from the California Environmental Quality Act (CEQA) under
Section 15061 (b) (3) (General Rule) of the CEQA Guidelines because the proposed
agreements will not cause a significant adverse physical change to the environment
either directly or indirectly.

3. The proposed terms would be in the best interests of the affected taxing
entities and the public because it will allow the Developer, its successors and/or
assigns, to have flexibility to lease Project units to meet financial obligations to its
primary lender, while preparing the Project for construction of phase 3 and 4 units, and
result in the elimination of future project management cost for management of the DDA.

4. The City Council hereby approves the Termination of Disposition and
Development Agreement and all related restrictive covenants, substantially in the form
as presented in Exhibit "A-1" (the "Termination Documents") with Park Avenue Homes,
LP, its successors and/or assigns, governing the land use restrictions for the property
known as the Magnolia Villas Project, bounded by East Park Avenue, Ballantyne Street,
and Wells Avenue, more particularly described in Exhibit "A"; provided, however, that
the Termination Documents shall expressly reserve and retain those covenants and
restrictions contained in Section 3.8 (Nondiscrimination Covenant) and Section 4.3
(Hazardous Waste Covenant) in perpetuity.

5. The City Council hereby directs the City Manager, or such person
designated by the City Manager, to take all actions and execute all such other and further
documents necessary to terminate the Agreement.

6. The City Clerk is directed to forward a copy of this Resolution to any party
requesting notice of the action.

01/28/14 (Item No. 3.1)
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Exhibit "A-1"

TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT

This TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT
("Tennination Agreement") is entered into as of ("Date of
Agreement") by and between the SUCCESSOR AGENCY TO THE FORMER EL CAJON
REDEVELOPMENT AGENCY, a public body, corporate and politic ("Agency"), and PARK
AVENUE HOMES, LP, a California Limited Partnership, its successors and/or assignments (the
"Developer").

RECITALS

A. The Former EI Cajon Community Redevelopment Agency, (the "Former
Agency"), entered into an Disposition and Development Agreement ("DDA") dated January 29,
2003, with Priest Development Corporation (the "Original Developer"), for the development of
that certain property known as the Magnolia Villas Project, more particularly described in Exhibit
"D" (the "Site"). The DDA was amended on January 31, 2006, with Park Avenue Homes, LP
("Developer"), as successor in interest to Original Developer, to relieve the Developer of his
obligation to construct sixteen (16) affordable units through an In Lieu Fee, and again on May 13,
2008, authorizing Developer to allow temporary rental often (10) single-family units and provide
an extension of time for completion ofphase 3 and 4 due to the economic downturn.

B. Section 3.1 of the DDA provides, among other things, that the Original Developer
and its successors and assignees devote the Site as a Planned Residential Development project
comprised ofone hundred-three (103) single-family residential units, and other accessory uses, as
specified in the Redevelopment Plan, and that the covenant shall run with the land (the "Restrictive
Covenant") indefinitely. Section 3.8 of the DDA further provides covenants prohibiting
discrimination and specifies language required to be included in all deeds and leases related to the
Site in perpetuity (the "Nondiscrimination Covenant").

C. Section 4.3 of the DDA further provides covenants indemnifying the Original
Developer against any and all liabilities, losses, claims, demands, or orders in connection with: (a)
the existence of any hazardous waste or toxic substances as defined or regulated by federal and
state law ("Hazardous Waste") on or about the subject property prior to the close of escrow; (b)
anypast or current violations not remediated and then existing as to any Hazardous Waste; and (c)
the removal of any Hazardous Waste, which was then known or thereafter discovered to exist on
the subject Property as of the date of close ofescrow (the "Hazardous Waste Covenant").

. D. Because the Restrictive Covenant limits the use of the Site in accordance with the
DDA, it becomes a land use restriction that must be addressed prior to approval of a discretionary
entitlement process to use the property for anything other than purposes described in the DDA. In
the case for properties sold for residential development, rental of the units in order to meet
financial obligations is prohibited and could therefore jeopardize the viability ofcompletion ofthe
project.Termination ofthe DDA would provide the Developer the flexibility to market the unsold
properties to tenants in order to meet financial obligations to its primary lender, while preparing
the project for construction of phase 3 and 4 units.
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E. Termination of the DDA also meets Section 34l8l(e) of California Health and
Safety Code, which requires that successor agencies "(d)etermine whether any contracts,
agreements, or other arrangements between the dissolved redevelopment agency and any private
parties should be terminated or renegotiated...." Section 34181(e) allows the parties to terminate
such agreements if the Oversight Board finds that early termination is in the best interests of the
taxing entities.

F. For these reasons, the Developer now wishes to terminate the DDA with the
Agency while retaining and reserving the Nondiscrimination Covenant and the Hazardous Waste
Covenant for the Site.

NOW, THERFORE, in consideration ofthe foregoing recitals and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, Agency and
Developer hereby agree as follows:

1. Termination of the DDA. Effective upon the Date of Agreement of this
Termination Agreement, Agency and Developer hereby acknowledge and agree that the DDA
shallbe terminated and discharged, and shall be of no further force or effect, except retaining and
reserving the Nondiscrimination Covenant and the Hazardous Waste Covenant for the Site. Upon
the effectiveness of the termination of the DDA as provided in the immediately preceding
sentence, neither Agency nor Developer shall have any rights or obligations pursuant to the DDA,
except those respecting reservation of the Nondiscrimination and Hazardous Waste Covenants.

2. Mutual Releases. In consideration of the foregoing, Agency and Developer
hereby irrevocably and unconditionally release, acquit, and forever discharge each other, and each
of the other's successors, predecessors, assigns, owners, stockholder, directors, officers,
employees, agents, guarantors, representatives, attorneys, divisions, parent corporations,
subsidiaries, affiliates, partners, joint venturers, unincorporated associates, trusts, trustors,
trustees, beneficiaries, heirs, insurers, and affiliated persons or entities (which specifically
includes, but is not limited to, with respect to the Agency, the Former Agency, and the City of
EI Cajon, from any and all charges, complaints, claims, contracts, liabilities, duties, obligations,
promises, agreements, damages, actions, causes of action, suits, rights, demands, costs, losses,
debts and expenses, including attorney's fees and court costs, anticipated or actual incurred, ofany
nature whatsoever, known or unknown, suspected or unsuspected, which Agency or Developer, or
their successors and assigns, including the Original Developer, or any related person or entitled as
described above, now has, owns or holds, or claims to have, own or hold, or which said parties at
any time heretofore had, owned or held, or claimed to have had, owned or held, against one
another,or any ofthe other related persons or entities as described above, in any way arising out of
or relating to the DDA, or to implementation of the DDA by either party.

3. Waiver of Civil Code Section 1542. Agency and Developer both understand and
agree that the releases provided in Section 2 above extend to all claims of every kind of nature,
whetherknown or unknown, suspected or unsuspected, arising out of, in connection with, or raised
in relation to the DDA, or implementation of the DDA by Agency or Developer. It is expressly
understood and agreed that Agency and Developer each hereby waives the provisions of Section
1542 of the California Civil Code, which provides as follows:
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A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN
BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR.

Agency: Developer:

4. Counterparts. This Termination Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original and all of which, when taken
together, shall constitute one agreement.

IN WITNESS WHEREOF, this Termination Agreement has been executed by each party's
respective duly authorized officers, as of the date first above written.

SUCCESSOR AGENCY:

SUCCESSOR AGENCY TO THE FORMER
EL CAJON REDEVELOPMENT AGENCY,
a public body, corporate and politic
I

Douglas Williford, Executive Director

ATTEST:

Belinda Hawley, Secretary

APPROVED AS TO FORM:

Morgan Foley, Agency Counsel

3



DEVELOPER:

PARK. AVENUE HOMES, LP,
a California limited partnership

By:, _

By:, _
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RESOLUTION NO. -14

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF EL CAJON AS THE SUCCESSOR AGENCY TO
THE FORMER EL CAJON REDEVELOPMENT AGENCY,

APPROVING THE TERMINATION, IN PART, OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT
AND RELATED RESTRICTIVE COVENANTS WITH

SMITH'S FOOD & DRUG CENTERS, INC.,
ITS SUCCESSOR AND/OR ASSIGNMENTS, GOVERNING

THE LAND USE RESTRICTIONS FOR THE PROPERTY KNOWN
AS THE CORNERS PROJECT, AND APPROVING
EXECUTION OF ANY DOCUMENTS NECESSARY

FOR THE TERMINATION OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT

WHEREAS, the City of EI Cajon (the "City") formed the EI Cajon Redevelopment
Agency (the "Agency"), which continuously engaged in redevelopment activities under
the Community Redevelopment Law (Health and Safety Code sections 33000 et seq.)
(the "Redevelopment Law") until Assembly BiII1X26 (the "Dissolution Act") dissolved all
redevelopment agencies in the state of California, including the EI Cajon
Redevelopment Agency, effective February 1, 2012; and

WHEREAS, Section 34173 of the Redevelopment Law, as amended by the
Dissolution Act, provides that the City, as the agency authorizing the creation of the
Agency, is the successor entity to the Agency upon its dissolution (the "Successor
Agency"), and is responsible for those obligations set forth in section 34177 of the
Redevelopment Law, which include collecting obligations to the Agency, disposing of
assets, winding down the affairs of the Agency, and otherwise performing such
functions as required under the Dissolution Act; and

WHEREAS, on December 16, 1992, the Agency entered into a Disposition and
Development Agreement ("DDA-I") with Smith's/OliverMcMillan EI Cajon J.v.
("Developer") and Smith's Food & Drug Centers, Inc. ("Buyer") for the sale and
development of that certain property known as the "The Corners Project", more
particularly described in Exhibit "A" (the "Property"); and
i

WHEREAS, the DDA was amended on December 19, 1995, to address the
remaining partially developed Smith's parcels ("DDA"), including conveyance of a parcel
to the Agency (now known as the NW Corner Project); and

WHEREAS, the purchase price of the Property of $2,955,509 was paid through
close of escrow in 1996, and no financial assistance remains due to the Agency or the
Developer; and

(Continued on Page 2)
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WHEREAS, development of the project is fully complete and only land use
conditions remain a part of the DDA, which can be addressed through the Zoning Code;
and

WHEREAS, because several sections of the DDA, attachments and
Amendments limit the types of uses that are allowed on the Property (the "Restrictive
Covenants"), they become a land use restriction that must be addressed prior to
approval of a discretionary entitlement process to use the property for purposes that
would normally be approved under the current Zoning Code; and

WHEREAS, Section 401 of the DDA is mandated by Health and Safety Code
Sections 33435 and 33436, which require covenants prohibiting discrimination and
segregation, and specifies language required to be included in all deeds and leases
related to the Property, in perpetuity (the "Nondiscrimination Covenant"); and

WHEREAS, Sections 305 and 210 of the DDA further provide covenants
indemnifying the Developer against any and all liabilities, losses, claims, demands, or
orders in connection with: (a) the existence of any hazardous waste or toxic substances
as defined or regulated by federal and state law ("Hazardous Waste") on or about the
Project Site; (b) any past or current violations not remediated and then existing as to
any Hazardous Waste; and (c) the removal of any Hazardous Waste, which was then
known or thereafter discovered to exist on the subject Property as of the date of transfer
of the Project Site to Buyer (the "Hazardous Waste Covenant"); and

WHEREAS, for these reasons staff is recommending the DDA be terminated with
the Developer, its successors and/or assigns, while retaining and reserving the
Nondiscrimination and Hazardous Waste Covenants for the Property; and

WHEREAS, termination of the DDA complies with the provisions of Section
34181(e) of the California Health and Safety Code, which requires that successor
agencies "(d)etermine whether any contracts, agreements, or other arrangements
between the dissolved redevelopment agency and any private parties should be
terminated or renegotiated...."; and

WHERAS, Section 34181(e) allows the parties to terminate such agreements if
the Oversight Board finds that early termination is in the best interests of the taxing
entities; and

WHEREAS, on January 15, 2014, the Oversight Board approved the termination
of the DDA; and

WHEREAS, by terminating the DDA, the Developer, its successors and/or
assiqns, will have the flexibility to market the property to a greater number of possible
tenants, which could result in an increased valuation of the Property and neighboring
properties much sooner than is presently realized; and

(Continued on Page 3)
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WHEREAS, staff finds no reason to any longer maintain these land use
restrictions, except for the Nondiscrimination and Hazardous Waste Covenants.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF EL CAJON AS SUCCESSOR AGENCY TO THE EL CAJON REDEVELOPMENT
AGENCY, AS FOLLOWS:

1.
Council.

The above recitals are true and correct and are the findings of the City

2. Approval of the Termination Agreement of Disposition and Development
Agreement, related restrictive covenants, and preparation of reasonable and required
documentation is exempt from the California Environmental Quality Act (CEQA) under
Section 15061 (b) (3) (General Rule) of the CEQA Guidelines because the proposed
agreements will not cause a significant adverse physical change to the environment
either directly or indirectly.

3. The proposed terms would be in the best interests of the affected taxing
entities and the public because it will allow the Developer, its successors and/or
assigns, to have flexibility to market the property to a greater number of possible
tenants, which could result in an increased valuation of the Property and neighboring
properties much sooner than is presently realized.

4. The City Council hereby approves the Termination of Disposition and
Development Agreement and all related restrictive covenants, substantially in the form
as presented in Exhibit "A-1" (the "Termination Documents") with Smith's Food & Drug
Centers, Inc., its successors and/or assigns, governing the land use restrictions for the
property known as The Corners Project, more particularly described in Exhibit "A";
provided, however, that the Termination Documents shall expressly reserve and retain
those covenants and restrictions contained in Section 401 (Nondiscrimination
Covenant) and Sections 305 and 210 (Hazardous Waste Covenant) in perpetuity.

5. The City Council hereby directs the City Manager, or such person
designated by the City Manager, to take all actions and execute all such other and further
documents necessary to terminate the Agreement.

6. The City Clerk is directed to forward a copy of this Resolution to any party
requesting notice of the action.

P1/28/14 (ItemNo.3.1)
I
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Exhibit "A-1"

TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT

This TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT
("Termination Agreement") is entered into as of ("Date of
Agreement") by and between the SUCCESSOR AGENCY TO THE FORMER EL CAJON
REDEVELOPMENT AGENCY, a public body, corporate and politic ("Agency"), and SMITH'S
FOOD & DRUG CENTERS, a Delaware Corporation, its successors and/or assignments (the
"Developer").

RECITALS

A. The Former EI Cajon Community Redevelopment Agency, (the "Former
Agency"), entered into an Disposition and Development Agreement ("DDA-1") dated December
16, 1992, with Smith's/OliverMcmillan EI Cajon J.V. (the "Original Developer") and Smith's
Food& Drug Centers, Inc. ("Developer"), for the development of that certain property known as
the The Comers Project, more particularly described in Exhibit "C" (the "Site"). The Disposition
and Development Agreement was amended on December 19, 1995, to address the remaining
partially developed Smith's parcels ("DDA"), including conveyance of a parcel to the Agency
(nowknown as the NW Comer Project).

B. Section 101 of the DDA provides, among other things, that the Original Developer
and its successors and assignees devote the Site as a retail shopping center, including a food and
drugstore facility or other retail operation operated by Smith's or Smith's subsidiary or successor,
and other accessory uses, as specified in the Redevelopment Plan, and that the covenant shall run
withthe land (the "Restrictive Covenant") indefinitely. Section 401 ofthe DDA further provides
covenants prohibiting discrimination and specifies language required to be included in all deeds
and leases related to the Site in perpetuity (the "Nondiscrimination Covenant").
1

C. Section 305 of the DDA and Section 210 of DDA-1 further provides covenants
indemnifying the Original Developer against any and all liabilities, losses, claims, demands, or
orders in connection with: (a) the existence ofany hazardous waste or toxic substances as defined
or regulated by federal and state law ("Hazardous Waste") on or about the Site; (b) any past or
current violations unremediated and currently existing as to any Hazardous Waste; and (c) the
removal of any Hazardous Waste now known, which was then known or thereafter discovered to
existon the subject Property as of the date oftransfer ofthe Site to Smith's (the "Hazardous Waste
Covenant").

D. Because the Restrictive Covenant limits the use of the Site in accordance with the
DDA, it becomes a land use restriction that must be addressed prior to approval of a discretionary
entitlement process to use the property for anything other than retail commercial purposes for
properties sold for commercial development. In the case for properties sold for residential
development, rental of the units in order to meet financial obligations is prohibited and could
therefore jeopardize the viability of completion of the project. Termination of the DDA would
provide the Developer the flexibility to market the commercial properties to a greater number of
possible tenants, which could result in an increased valuation of the Site and neighboring
properties much sooner than is presently realized.
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E. Termination of the DDA also meets Section 34181(e) of California Health and
Safety Code, which requires that successor agencies "(d)etermine whether any contracts,
agreements, or other arrangements between the dissolved redevelopment agency and any private
parties should be terminated or renegotiated ...." Section 34181(e) allows the parties to terminate
such agreements if the Oversight Board finds that early termination is in the best interests of the
taxing entities.

F. For these reasons, the Developer now wishes to terminate the DDA with the
Agency while retaining and reserving the Nondiscrimination Covenant and the Hazardous Waste
Covenant for the Site.

NOW, THERFORE, in consideration ofthe foregoing recitals and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, Agency and
Developer hereby agree as follows:

1. Termination of the DDA. Effective upon the Date of Agreement of this
Termination Agreement, Agency and Developer hereby acknowledge and agree that the DDA
shallbe terminated and discharged, and shall be of no further force or effect, except retaining and
reserving the Nondiscrimination Covenant and the Hazardous Waste Covenant for the Site. Upon
the effectiveness of the termination of the DDA as provided in the immediately preceding
sentence, neither Agency nor Developer shall have any rights or obligations pursuant to the DDA,
except those respecting reservation of the Nondiscrimination and Hazardous Waste Covenants.

2. Mutual Releases. In consideration of the foregoing, Agency and Developer
hereby irrevocably and unconditionally release, acquit, and forever discharge each other, and each
of the other's successors, predecessors, assigns, owners, stockholder, directors, officers,
employees, agents, guarantors, representatives, attorneys, divisions, parent corporations,
subsidiaries, affiliates, partners, joint venturers, unincorporated associates, trusts, trustors,
trustees, beneficiaries, heirs, insurers, and affiliated persons or entities (which specifically
includes, but is not limited to, with respect to the Agency, the Former Agency, and the City of
El Cajon, from any and all charges, complaints, claims, contracts, liabilities, duties, obligations,
promises, agreements, damages, actions, causes of action, suits, rights, demands, costs, losses,
debts and expenses, including attorney's fees and court costs, anticipated or actual incurred, ofany
nature whatsoever, known or unknown, suspected or unsuspected, which Agency or Developer, or
their successors and assigns, including the Original Developer, or any related person or entitled as
described above, now has, owns or holds, or claims to have, own or hold, or which said parties at
any time heretofore had, owned or held, or claimed to have had, owned or held, against one
another, or any ofthe other related persons or entities as described above, in any way arising out of
or relatingto the DDA, or to implementation of the DDA by either party.

3. Waiver of Civil Code Section 1542. Agency and Developer both understand and
agree that the releases provided in Section 2 above extend to all claims of every kind of nature,
whetherknown or unknown, suspected or unsuspected, arising out of, in connection with, or raised
in relation to the DDA, or implementation of the DDA by Agency or Developer. It is expressly
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understood and agreed that Agency and Developer each hereby waives the provisions of Section
1542ofthe California Civil Code, which provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN
BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR.

Agency: Developer:

4. Counterparts. This Termination Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original and all of which, when taken
together, shall constitute one agreement.

IN WITNESS WHEREOF, this Termination Agreement has been executed by each party's
respective duly authorized officers, as of the date first above written.

SUCCESSOR AGENCY:

SUCCESSOR AGENCY TO THE FORMER
EL CAJON REDEVELOPMENT AGENCY,
a publicbody, corporate and politic

Douglas Williford, Executive Director

ATTEST:

Belinda Hawley, Secretary

APPROVED AS TO FORM:

Morgan Foley, Agency Counsel

3



DEVELOPER:

SMITH'S FOOD & DRUG CENTERS, INC.,
a Delaware Corporation

By: _

By:, _

4



TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT

This TERMINATION OF DISPOSITION AND DEVELOPMENT AGREEMENT
("Termination Agreement") is entered into as of ("Date of
Agreement") by and between the SUCCESSOR AGENCY TO THE FORMER EL CAJON
REDEVELOPMENT AGENCY, a public body, corporate and politic ("Agency"), and

, a , its successors and/or
assignments (the "Owner").

RECITALS

A. The Former El Cajon Community Redevelopment Agency, (the "Agency"),
entered into an Disposition and Development Agreement ("DDA") dated, with (the "Original
Developer"), for the development of that certain property known as the , more
particularly described in Attachment (the "Site")..

B. Section of the DDA provides, among other things, that the Original
Developer and its successors and assignees devote the Site to commercial retail, and other
accessory uses, as specified in the Redevelopment Plan, and that the covenant shall run with the
land (the "Restrictive Covenant") indefinitely. Section of the DDA further provides
covenants prohibiting discrimination and specifies language required to be included in all deeds
and leases related to the Site in perpetuity (the "Nondiscrimination Covenant").

C. Section of the DDA further provides covenants indemnifying the
Developer against any and all liabilities, losses, claims, demands, or orders I connection with: (a)
the existence of any hazardous waste or toxic substances as defined or regulated by federal and
state law ("Hazardous Waste") on or about the subject property prior to the close of escrow; (b)
any past or current violations not remediated and then existing as to any Hazardous Waste; and (c)
the removal of any Hazardous Waste, which was then known or thereafter discovered to exist on
the subject Property as of the date of close of escrow (the "Hazardous Waste Covenant").

D. Because the Restrictive Covenant limits the use of the Site in accordance with the
DDA, it becomes a land use restriction that must be addressed prior to approval of a discretionary
entitlement process to use the property for anything other than retail commercial purposes for
properties sold for commercial development. In the case for properties sold for residential
development, rental of the units in order to meet financial obligations is prohibited and could
therefore jeopardize the viability of completion of the project. Termination of the DDA would
providethe New Developer the flexibility to market the commercial properties to a greater number
of possible tenants, which could result in an increased valuation of the Site and neighboring
properties much sooner than is presently realized.

E. Termination of the DDA also meets Section 34l81(e) of California Health and
Safety Code, which requires that successor agencies "(d)etermine whether any contracts,
agreements, or other arrangements between the dissolved redevelopment agency and any private
partiesshould be terminated or renegotiated...." Section 34181(e) allows the parties to terminate

1



such agreements if the Oversight Board finds that early termination is in the best interests of the
taxing entities.

F. For these reasons, the Owner now wishes to terminate the DDA with the Agency
while retaining and reserving the Nondiscrimination Covenant and the Hazardous Waste Covenant
for the Site.

NOW, THERFORE, in consideration of the foregoing recitals and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, Agency and Owner
hereby agree as follows:

1. Termination of the DDA. Effective upon the Date of Agreement of this
Termination Agreement, Agency and Owner hereby acknowledge and agree that the DDA shall
be terminated and discharged, and shall be of no further force or effect, except retaining and
resewing the Nondiscrimination Covenant and the Hazardous Waste Covenant for the Site. Upon
the effectiveness of the termination of the DDA as provided in the immediately preceding
sentence, neither Agency nor Owner shall have any rights or obligations pursuant to the DDA,
except those respecting reservation of the Nondiscrimination and Hazardous Waste Covenants.

2. Mutual Releases. In consideration of the foregoing, Agency and Owner hereby
irrevocably and unconditionally release, acquit, and forever discharge each other, and each of the
other's successors, predecessors, assigns, owners, stockholder, directors, officers, employees,
agents, guarantors, representatives, attorneys, divisions, parent corporations, subsidiaries,
affiliates, partners, joint venturers, unincorporated associates, trusts, trustors, trustees,
beneficiaries, heirs, insurers, and affiliated persons or entities (which specifically includes, but is
not limited to, with respect to the Agency, the former Agency, and the City ofEI Cajon, from any
and all charges, complaints, claims, contracts, liabilities, duties, obligations, promises,
agreements, damages, actions, causes of action, suits, rights, demands, costs, losses, debts and
expenses, including attorney's fees and court costs, anticipated or actual incurred, of any nature
whatsoever, known or unknown, suspected or unsuspected, which Agency or Owner, or their
successors and assigns, including the New Developer, or any related person or entitled as
described above, now has, owns or holds, or claims to have, own or hold, or which said parties at
any time heretofore had, owned or held, or claimed to have had, owned or held, against one
another, or any ofthe other related persons or entities as described above, in any way arising out of
or relating to the DDA, or to implementation of the DDA by either party.

3. Waiver of Civil Code Section 1542. Agency and Owner both understand and
agree that the releases provided in Section 2 above extend to all claims of every kind of nature,
whetherknown or unknown, suspected or unsuspected, arising out of, in connection with, or raised
in relation to the DDA, or implementation of the DDA by Agency or Owner. It is expressly
understood and agreed that Agency and Owner each hereby waives the provisions of Section 1542
of the California Civil Code, which provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN
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BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR.

Agency: Owner:

4. Counterparts. This Termination Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original and all of which, when taken
together, shall constitute one agreement.

IN WITNESS WHEREOF, this Termination Agreement has been executed by each party's
respective duly authorized officers, as of the date first above written.

SUCCESSOR AGENCY:

SUCCESSOR AGENCY TO THE FORMER
EL CAJON REDEVELOPMENT AGENCY,
a public body, corporate and politic

Douglas Williford, Executive Director

ATTEST:

Belinda Hawley, Secretary

APPROVED AS TO FORM:

Morgan Foley, Agency Counsel

OWNER:

___________., a _

By: _

3



By:
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Mayor Wells, Mayor Pro Tem Kendrick
Councilmembers Ambrose, Bales, McClellan

MEETING: Jan. 28, 2014

4.1ITEM NO: _m~'J I~ IBl ~iJj)1
IgJ[gJlII~tII~1t

TO:

1····city··c~1i~R~~··~wri~·loF
i CIT); CLERK i
1 EL C,b,JON CJ\ 1

I J r: 23 f"1 ~; OJ

I -I
1 1

FROM: Community Development Department Housing Manager

SUBJECT: MODIFICATION OF NOTE RELATING TO THE SALE OF 100
FLETCHER PARKWAY; APPROVAL OF PROMISSORY NOTE
AND DEED OF TRUST; AND APPROPRIATION OF GENERAL
FUNDS.

RECOMMENDATION: That the City Council

1. Approve the Modification of Note Secured by Deed of Trust ("Note
Modification"), substantially in a form as presented, to reduce the interest rate
of the existing $3,850,000 Promissory Note from the former EI Cajon
Redevelopment Agency to the City of EI Cajon, from 3.0% to 0.26%, as required
under California Health and Safety Code Section 34191.4(b)(2);

2. Approve execution of a new Promissory Note ("Note") and Deed of Trust by the
City Manager to replace the $1,000,000 down payment ordered for return by the
City of EI Cajon for the purchase of 100 Fletcher Parkway, as required by the
California State Controller's Office in the Asset Transfer Review Report dated
December 11,2013;

3. Appropriate $1,840,665, plus accrued interest of approximately $16,000, from
the General Fund for remittance to the County Auditor Controller's Office,
representing disallowed payments received by the City of EI Cajon from the
former EI Cajon Redevelopment Agency, pursuant to the California State
Controller's Office Asset Transfer Review Report dated December 11, 2013; and

4. Authorize staff to remit $1,840,665, plus accrued interest, to the County
Auditor Controller's Office ("CAO") for remittance to the affected taxing entities
upon approval by the California Department of Finance ("DOF") of the Note,
Note Modification and upon recordation of the Deed of Trust.

BACKGROUND:
On May 24, 2011, the former EI Cajon Redevelopment Agency ("Agency") approved
acquisition of the former police station headquarters at 100 Fletcher Parkway (the
"Property") from the City of EI Cajon ("City") for the as-demolished value of
$4,850,000.



City Council Agenda Report
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Note and Deed of Trust; and Appropriation of
General Funds
January 28, 2014, Agenda

Under the Purchase and Sale Agreement, the original Promissory Note and original
Deed of Trust (the "Original Security Documents"), the Agency made a down payment
to the City of $1,000,000 (the "Down Payment"), and financed the balance of
$3,850,000 at 3% per annum over five years, with payments of $840,665 due each
December 1st , beginning December 1, 2011, (each, an "Installment Payment"). Close
of escrow occurred on June 16, 2011.

On June 24, 2013, the State Controller's Office ("SCO") reviewed all asset transfers
made by the former Agency to the City or any public agency after January 1, 201l.
The sea issued a final Asset Transfer Review Report ("Final Report") on December
11, 2013, finding that the Down Payment of $1,000,000 and the first Installment
Payment to the City of $840,665, were unallowable transfers and that the City must
return $1,840,665, plus any interest earned, to the Successor Agency for remittance
to the County Auditor Controller's Office ("CAe") for remittance to the affected taxing
entities.

The SeQ's order to reverse the two payments has created an impairment of contract
for which no security of the $1,000,000 Down Payment to the City exists and
therefore a new Note and Deed of Trust are required for that obligation. The amount
of the first Installment Payment of $840,665 being returned by the City will continue
to be secured by the Original Security Documents and, through appropriate
accounting methods, its prior payment will be reversed, as if it had not occurred.

In order to comply with the SCO's order, staff is seeking authorization to execute a
new Promissory Note and Deed of Trust for the principal amount of the $1,000,000
down payment owed to the City at an interest rate not to exceed the Local Agency
Investment Fund ("LAIF") rate. Repayment for the full principal amount and interest
of the Down Payment, calculated based on the current 0.26% LAIF rate, is estimated
at $1,000,855 and will be due on July 1, 2014, with reimbursement requested through
ROPS 14-15A. A Note Modification is also required to amend the interest rate in the
Original Security Documents under the same terms.

Return of the $1,840,665 to the Successor Agency, approval of the Note, Deed of Trust
and the appropriation of funds, under terms outlined in this report, were requested
and approved by the Oversight Board at its January 15, 2014, meeting and must now
be approved by the DOF to become effective. With Oversight Board approval, staff
anticipates a DOF decision on or before March 1, 2014, at which time the Note, Note
Modification and Deed of Trust can be executed and/or recorded and the Repayment
amount will be transmitted to the CAC.

CEQA: The proposed financial modifications are not subject to environmental review.
Furthermore, the acquisition of the property by the former Redevelopment Agency
was environmentally cleared under the Redevelopment Plan's Program EIR.
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Moreover, approval to decommission the former police station by amending applicable
land use documents and ready the site for disposition was cleared by the Council's
adoption of a mitigated negative declaration on March 27,2012.

FISCAL IMPACT:
The requested action will approve the Note Modification and Note and Deed of Trust,
between the Successor Agency and the City, in favor of the City, in order to secure the
obligation for the $1,000,000 Down Payment ordered by the City as outlined by the SCO in
the Final Report. The payment for the Note, and each Installment Payment under the
Original Security Documents, each with interest at the LAIF rate, will be included on the
ROPS 14-15A and each subsequent RaPS for reimbursement through Redevelopment
Property Tax Trust Fund monies, or through close of escrow, until paid.

This action will also authorize remittance of $1,840,655, plus accrued interest of
approximately $16,000, to the CAC for remittance to the affected taxing entities, upon
receipt of funds by the Successor Agency from the City as outlined in this report.

PREPARED BY: APPROVED BY:

~ ?~.. _--

DouglasWilHfo
CITY MANAGER

Attachments:
1. California State Controller - Asset Transfer Report, dated December 11, 2013
2. Promissory Note between the City of EI Cajon and former EI Cajon Redevelopment

Agency dated June 15, 2011
3. Draft Modification of Note Secured by Deed of Trust
4. Draft $1,000,000 Note and Deed of Trust
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December 11, 2013

Nancy Palm, Deputy City Manager/Director of Finance
City of El Cajon Redevelopment/Successor Agency
200 Civic Center Way
EI Cajon, CA 92020

Dear Ms. Palm:

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

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

Our review found that the EI Cajon Redevelopment Agency transferred $70,795,150 in assets
after January 1, 2011, including unallowable transfers of assets totaling $23,096,415 ($1,840,665
to the City ofEI Cajon and $21,255,750 to the Successor Housing Authority), or 32.62% of the
transferred assets.

However, the following corrective actions have been taken since the unallowable transfers
occurred:

• On July 18,2012, the Oversight Board approved $21,255,750 of the transferred assets
(including $2,038,628 in unencumbered cash assets) because the assets are used for
housing purposes. To accomplish this, the Oversight Board passed and adopted
Resolution OB-03-12.

• On December 21,2012, the Successor Housing Authority remitted the $2,038,628 in
Oversight Board-approved unencumbered cash directly to the county auditor-controller
based on direction from the California Department of Finance.

The remaining $1,840,665 of assets transferred must be turned over to the Successor Agency.



Nancy Palm, Deputy City Manager/
Directorof Finance

-2- December 11,2013

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

Sincerely,

Original signed by

JEFFREY V. BROWNFIELD, CPA
Chief, Division of Audits

JVB/nh

Attachment

cc: Debra Turner-Emerson, Chair of Oversight Board
City of El Cajon Redevelopment/Successor Agency

Tracy Sandoval, Auditor-Controller
San Diego County Auditor-Controller

David Botelho, Program Budget Manager
California Department of Finance

Richard J. Chivaro, Chief Legal Counsel
State Controller's Office

Elizabeth Gonzalez, Bureau Chief
Division of Audits, State Controller's Office

Betty Moya, Audit Manager
Division of Audits, State Controller's Office

Daniel Tobia, Auditor-in-Charge
Division of Audits, State Controller's Office

Shadi Ahmadi, Auditor
Division of Audits, State Controller's Office
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£1Cajon RedevelopmentAgency

Asset Transfer Review Report

Asset TransferReview

Summary

Background

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

Our review found that the El Cajon Redevelopment Agency transferred
$70,795,150 in assets after January 1, 2011, including unallowable
transfers of assets totaling $23,096,415 ($1,840,665 to the City of El
Cajon and $21,255,750 to the Successor Housing Authority), or 32.62%
of the transferred assets.

However, the following corrective actions have been taken since the
unallowable transfers occurred:

• On July 18,2012, the Oversight Board approved $21,255,750 of the
transferred assets (including $2,038,628 in unencumbered cash
assets) because the assets are used for housing purposes. To
accomplish this, the Oversight Board passed and adopted Resolution
OB-03-12.

• On December 21, 2012, the Successor Housing Authority remitted
the $2,038,628 in Oversight Board-approved unencumbered cash
directly to the county auditor-controller based on direction from the
California Department of Finance.

The remaining $1,840,665 of assets transferred must be turned over to
the Successor Agency.

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

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

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

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

-1-



El Cajon Redevelopment Agency

Objective, Scope,
and Methodology

Conclusion

Asset Transfer Review

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

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

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

We performed the following procedures:

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

• Reviewed meeting minutes, resolutions, and ordinances of the EI
Cajon City Council and the EI Cajon Redevelopment Agency.

• Reviewed accounting records relating to the recording of assets.

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

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

Our review found that the EI Cajon Redevelopment Agency transferred
$70,795,150 in assets after January 1, 2011, including unallowable
transfers of assets totaling $23,096,415 ($1,840,665 to the City of EI
Cajon and $21,255,750 to the Successor Housing Authority), or 32.62%
of the transferred assets.

However, the following corrective actions have been taken since the
unallowable transfers occurred:

• On July 18,2012, the Oversight Board approved $21,255,750 of the
transferred assets (including $2,038,628 in unencumbered cash
assets) because the assets are used for housing purposes. To
accomplish this, the Oversight Board passed and adopted Resolution
OB-03-12.
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• On December 21, 2012, the Successor Housing Authority remitted
the $2,038,628 in Oversight Board-approved unencumbered cash
directly to the county auditor-controller based on direction from the
California Department of Finance.

The remaining $1,840,665 of assets transferred must be turned over to
the Successor Agency.

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

Views of
Responsible
Official

Restricted Use

We issued a draft review report on August 23, 2013. Holly Reed-Falk,
Financial Operations Manager, responded by letter dated September 6,
2013, disagreeing with the review results. The City's response is
included in this final review report.

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

Original signed by

JEFFREY V. BROWNFIELD, CPA
Chief, Division of Audits

December 11,2013
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Findings and Orders of the Controller
FINDING 1­
Unallowable asset
transfers to the
City of El Cajon

The El Cajon Redevelopment Agency (RDA) transferred $1,840,665 in
assets to the City ofEI Cajon (City). All of the asset transfers to the City
occurred after January 1, 2011, and the assets were not contractually
committed to a third party prior to June 28, 2011.

Unallowable asset transfers were as follows:

• On May 24, 2011, the RDA purchased real property from the City
for $4,850,000. To purchase the property, the RDA transferred
$1,000,000 in cash assets as a down payment and executed a
promissory note for the remaining $3,850,000. To accomplish this
transfer, the City and the RDA entered into an agreement under
Resolution ECRA-418 and Meeting Agenda Item No. 4.2.

• On December 7, 2011, the RDA transferred $840,665 in cash assets
to the City as a loan repayment for the $3,850,000 promissory note.

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

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

Order of the Controller

Pursuant to H&S Code section 34167.5, the City of El Cajon is ordered
to reverse the transfer of the above assets, described in Schedule 1, in the
amount of $1,840,665, plus any interest earned, and turn them over to the
Successor Agency.

The Successor Agency is directed to properly dispose of those assets in
accordance with H&S Code section 34l77(d) and (e) with approval by
the Oversight Board pursuant to H&S Code section 34181(a).
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City's Response

As stated in the draft report, RDA purchased real property from the
City. The City sold the property to the RDA for $4,850,000, a price
determined to be fair market value by an independent appraiser, and
conveyed title to the property in consideration of the down payment
and the RDA's promise to pay the remaining amount of the purchase
price, as set forth in the Purchase and Sale Agreement and secured by
the Promissory Note and Deed of Trust. The Purchase and Sale
Agreement and the Promissory Note and Deed of Trust were approved
and duly executed by both the RDA and the City.

The City received a cash down payment of $1,000,000 and a
Promissory Note for the balance of the purchase price. The RDA made
the first installment payment of $840,665 on December 7, 2011, in
accordance with the terms of the promissory note, an enforceable
obligation of the RDA. The down payment and first installment
payment comprise the $1,840,665 noted in this finding.

The down payment and Promissory Note payments totaling $1,840,665
were fully disclosed on the OFA DDR. Rogers, Anderson, Malody and
Scott, LLP, the firm hired by the Successor Agency to conduct the
DDR, reviewed the legal documents that formed the basis for the
enforceable obligations of and payments made by the Successor
Agency. No exceptions were reported for the down payment of
Promissory Note payment. The DOF completed its review of the OFA
DDR and issued a determination letter on March 27, 2013, that made
no findings and no adjustments to the $1,000,000 and $840,665
identified on the DDR. DOF issued the Successor Agency its Finding
and Completion on April 11, 2013.

We strongly request the Controller to reconsider its order "to reverse
the transfer" of the $1,840,665. The City provided an asset valued at
$4,850,000 in exchange for the $1,840,665 and the RDA's promise of
payment for the remainder of the purchase price. Further, the order will
result in an unconstitutional impairment of a contract, leave the City
without the benefit of full consideration for the assets sold to the RDA,
and constitute a default under Section 4 of the Promissory Note.

SCO's Comment

We discussed this issue with the California Department of Finance
(DOF) and it agreed that both payments should have been addressed by
them as part of the due diligence review, and it agreed with our
conclusion. As a result, the DOF has taken action to deny the $840,665
payment on ROPS 4. The remaining $1 million is still required to be
returned to the Successor Agency.

The finding and Order of the Controller remains as stated.
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FINDING 2­
Unallowable
transfers of assets
to the Successor
Housing Authority

Asset Transfer Review

The El Cajon Redevelopment Agency (RDA) made unallowable
transfers of assets of $21,255,750 to the Successor Housing Authority.
The asset transfers occurred after January 1, 2011, and the assets were
not contractually committed to a third party prior to June 28,2011.

The RDA transferred $21,255,750 in assets to the Successor Housing
Authority on February 1,2012. Those assets consisted of $8,890,450 in
loan receivables, $4,724,453 in encumbered cash, $4,251,309 in land
held for resale, $2,038,628 in unencumbered cash, and $1,350,910 in
land.

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

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

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

Also, pursuant to H&S Code section 34177(d), the Successor Agency is
to:

Remit unencumbered balances of redevelopment agency funds to the
county auditor-controller for distribution to the taxing entities,
including, but not limited to, the unencumbered balance of the Low and
Moderate Income Housing Fund of a former redevelopment
agency ... for allocation and distribution.i.lin accordance with) ...Section
34188.

However, the following corrective actions have been taken since the
unallowable transfers occurred:

• On July 18,2012, the Oversight Board approved $21,255,750 of the
transferred assets (including $2,038,628 in unencumbered cash
assets) because the assets are used for housing purposes. To
accomplish this, the Oversight Board passed and adopted Resolution
OB-03-12.

• On December 21, 2012, the Successor Housing Authority remitted
the $2,038,628 in Oversight Board-approved unencumbered cash
directly to the county auditor-controller based on direction from the
California Department of Finance (DOF).

-6-
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Order of the Controller

Pursuant to H&S Code section 34167.5, the Successor Housing
Authority is ordered to return the assets, in the amount of$21,255,750, to
the Successor Agency. However, because the Oversight Board
retroactively approved the transfer of $21,255,750 in assets (including
$2,038,628 in unencumbered cash), and $2,038,628 in assets already
have been remitted directly to the county auditor-controller, no further
action is necessary in relation to the transfer of these assets.

Please note that the OaF must approve the Oversight Board's decision.
If the OaF does not approve the decision, then the City of EI Cajon is
ordered to transfer the assets to the Successor Agency pursuant to H&S
Code section 34167.5.

City's Response

The RDA, City, and El Cajon Housing Authority believe that all
housing assets of the RDA were properly transferred under applicable
law as it existed on the date of the transfer, January 31, 2012.
Subsequent legislation, with a retroactive effective date, required the
Successor Agency Oversight Board to take action later to reaffirm the
transfers that occurred on January 31, 2012. The Successor Agency,
City, and El Cajon Housing Authority respectfully disagree to the
characterization of these transfers as "unallowable" which implies the
transfers were illegalor improper.

SCO's Comment

H&S Code section 34181(c) states that the Oversight Board shall direct
the Successor Agency to transfer the housing assets to the housing
agency pursuant to section 34176. This review identified unallowable
transfers during the period of January 1,2011, through January 31, 2012.
However, the Successor Agency and the City have taken actions to
retroactively approve the transfer of some assets, and paid the remainder
to the county auditor-controller. Therefore, no further action is needed in
this matter.

Please note that the OaF must approve the Oversight Board's decision to
transfer assets to the City. If the OaF does not approve the decision, then
the City is ordered to transfer the assets to the Successor Agency
pursuant to H&S Code section 34167.5.
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Schedule 1­
Unallowable RDA Asset Transfers to

the City of EI Cajon
January 1,2011, through January 31, 2012

Unallowable asset transfers to the City ofEl Cajon

Current assets
Cash-down payment for purchase of real property
Cash-loan repayment for promissory note

Total unallowable asset transfers

-8-
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Schedule 2-
Unallowable RDA Asset Transfers to

the Successor Housing Authority
January 1,2011, through January 31, 2012

Unallowable asset transfers to the Successor Housing Authority

Current assets
Unencumbered cash
Loan receivables
Encumbered cash
Land held for resale

Capital assets
Land

Total unallowable asset transfers
Unencumbered cash transferred to county auditor-controller
Oversight Board approval of asset transfers (Resolution OB-03-12)

Total transfers subject to H&S Code section 34167.5
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$ 2,038,628
8,890,450
4,724,453
4,251,309

1,350,910

21,255,750
(2,038,628)
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Schedule 3-
Detail of Finding 1 Transfer Reversal

January 1,2011, through January 31, 2012

Journal Entries for Successor Account Debit Credit

City returns down payment Cash $ 1,000,000
City returns first payment Cash 840,665
City returns any subsequent payments/

removes remaining liability Due to other agencies 3,009,335
Successor returns land to City Land held for resale $ 4,850,000

Ending Balance $ 4,850,000 $ 4,850,000
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Mr. Steven Mar, Chief, Local Governments Audit Bureau
State Controller's Office
Division of Audits
Post Office Box 942850
Sacramento, CA 94250-5874

Dear Mr. Mar,

The Successor Agency to the EI Cajon Redevelopment Agency ("Successor Agency") received
the draft report of the Asset Transfer Review ("ATR") prepared by the California State Controller
("SCO") for the former EI Cajon Redevelopment Agency ("RDA") pursuant to California Health
and Safety Code ("HSC") Section 34167.5, on August 29, 2013, and is submitting this response
within 10 calendar days as you requested. The Successor Agency respectfully disagrees with
the conclusion reached by the SCO and the determination that the former Redevelopment
Agency made "unallowable asset transfers" totaling $23,096,415 to the City of EI Cajon ("City")
and the EI Cajon Housing Authority ("Housing Authority"). It is the firm belief of the Successor
Agency, City, and Housing Authority that any and all assets of the former Redevelopment
Agency have been lawfully handled and provided for under applicable law, including without
limitation the HSC as it existed when assets were transferred and as the HSC was amended by
Assembly Bill No. Xi 26 ("ABX1 26") and further amended by Assembly Bill No. 1484 ("AB
1484").

Finding 1 • Unallowable assets transfers to the City of EI Cajon

Exchange of assets, not a transfer
As stated in the draft report, RDA purchased real property from the City. The City sold the
property to the RDA for $4,850,000, a price determined to be fair market value by an
independent appraiser, and conveyed title to the property in consideration of the down payment
and the RDA's promise to pay the remaining amount of the purchase price, as set forth in the
Purchase and Sale Agreement and secured by the Promissory Note and Deed of Trust. The
Purchase and Sale Agreement and the Promissory Note and Deed of Trust were approved and
duly executed by both the RDA and the City. According to Governmental Accounting, Auditing,
and Financial Reporting (GAAFR) published by the Government Finance Officer Association,
this meets the definition of an exchange transaction (i.e. transaction in which each party
receives and surrenders essentially equal values [Appendix G, page 1063/).

The RDA received a 3.48 acre real estate parcel within the redevelopment project area. This
parcel is located at the intersection of Interstate 8 and State Route 67 and across the street
from a regional shopping center, Westfield Parkway, a prime location for redevelopment activity.
In accordance with AB 1484, this parcel is included in the Long Range Property Management

City of El Cajon .. 200 Civic Center Way" El Cajon, CA92020
(619) 441-1721 • Fax (619) 588-1190

www.cityofetcajon.us
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Plan, approved by the Oversight Board on November 21, 2013, and most recently submitted to
DOF for approval on April 11, 2013.

The City received a cash down payment of $1,000,000 and a Promissory Note for the balance
of the purchase price. The RDA made the first installment payment of $840,665 on December
7, 2011, in accordance with the terms of the promissory note, an enforceable obligation of the
RDA. The down payment and first installment payment comprise the $1,840,665 noted in this
finding.

Past recognition of the Down Payment and Promissory Note as an enforceable obligation
by the Successor Agency, Oversight Board, and the State Department of Finance
After the California Supreme Court ruling on ABX1 26, the RDA prepared the initial and
amended Enforceable Obligation Payment Schedules (EOPS) and the draft Recognized
Obligation Payment Schedule (ROPS), all of which included the Promissory Note as an
enforceable obligation. Both these documents were accepted by the State Department of
Finance (DOF).

On September 26, 2012, the County of San Diego filed with the DOF and SCO the Agreed
Upon Procedures (AUP) Report pursuant to the provisions of HSC 34182 (b). Macias, Gini, &
O'Connell, the firm hired by the County to perform the AUP, reviewed the legal documents that
formed the basis for the enforceable obligations of the Successor Agency. No exceptions were
noted for the Promissory Note which was reported as an obligation on the initial and amended
EOPS and draft ROPS.

In addition, the Successor Agency included in its second ROPS for the period July 1, 2012,
through December 31, 2012 (ROPS II), the second installment payment on the Promissory Note
due December 1, 2012. The Oversight Board approved ROPS II at its April 26, 2012, meeting
and submitted ROPS II to the State Department of Finance (DOF) for its review and approval
pursuant to the Dissolution Act. The DOF, upon review of the Promissory Note, Purchase/Sale
Agreement and related documents, approved the expenditure as an enforceable obligation and
provided funding for the second installment obligation from the Redevelopment Property Tax
Trust Fund (RPTTF) on May 25,2012.

On November 12, 2012, after approval by the Overslqht Board, the Successor Agency
submltte« its Other Funds and Accounts Due Diligence Report (OFA DDR) to the DOF to
comply with the requirements of HSC Section 34179.5(a). The Successor Agency, pursuant to
HSC Section 34179.5(c)(3), reported all cash or cash equivalent transfers from the former
Redevelopment Agency to other public agencies or to private parties for the period January 1,
2011, through January 31, 2012. For each transfer, the Successor Agency described the
purpose, enforceable obligation, and other legal requirements that required the cash transfer.
The down payment and Promissory Note payment, totaling $1,840,665, were fully disclosed on
the OFA DDR. Rogers, Anderson, Malady and Scott, LLP, the firm hired by the Successor
Agency to conduct the DDR, reviewed the legal documents that formed the -basis for the
enforceable obligations of and payments made by the Successor Agency. No exceptions were
reported for the down payment or Promissory Note payment. The DOF completed its review of
the OFA DDR and issued a determination letter on March 27, 2013, that made no findings and
no adjustments to the $1,000,000 and $840,665 identified on the DDR. DOF issued the
Successor Agency its Finding of Completion on April 11 , 2013.
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The purchase of this parcel has been reviewed multiple times and was recognized as an
enforceable obligation during the time period that the down payment and first two installment
payments were made. This determination has been relied upon by the Successor Agency, its
Oversight Board, and the City.

Order of the Controller

We strongly request the Controller to reconsider its order "to reverse the transfer" of the
$1,840,665. The City provided an asset valued at $4,850,000 in exchange for the $1,840,665
and the RDA's promise of payment for the remainder of the purchase price. Further, the order
will result in an unconstitutional impairment of a contract, leave the City without the benefit of full
consideration for the asset sold to the RDA, and constitute a default under Section 4 of the
Promissory Note.

Finding 2 - Unallowable assets transfers to Successor Housing Authoritv

The RDA, City, and EI Cajon Housing Authority believe that all housing assets of the RDA were
properly transferred under applicable law as it existed on the date of the transfer, January 31,
2012. Subsequent legislation, with a retroactive effective date, required the Successor Agency
Oversight Board to take action later to reaffirm the transfers that occurred on January 31, 2012.
The Successor Agency, City, and EI Cajon Housing Authority respectfully disagree to the
characterization of these transfers as "unallowable" which implies the transfers were illegal or
improper.

Thank you for the opportunity to respond to the draft report. You may contact Holly Reed-Falk,
Financial Operations Manager at (619) 441-1722 or hrfalk@cityofelcajon.us if you require
further information or clarification on this response.

Sincerely,

Nancy Palm
Deputy City Manager I Director of Finance
City of EI Cajon

cc: Oversight Board, at its meeting of September 18, 2013



S13-RDB-909

State Controller's Office
Division of Audits

Post Office Box 942850
Sacramento, CA 94250-5874

http://www.sco.ca.gov


























































































































