





SUBJECT PHOTOGRAPHS
April 19, 2010

Looking easterly toward site. 531, 549 & 555 Ralgh Ave

| Ldovking west;ly t;w 549 & 555 Raigh Ave.

SITE 11



Site # 12

PROPERTY PROFILE

115 Rea Avenue, El Cajon, CA 92020

115 Rea Avente, El Cajon, CA'92020‘

Location:

APN: 488-083-03-00
Lot Size (SF): 4,356
Building SF: 3,600

General Plan:

SDA # 9 (Also within Specific Plan 182)

Zoning:

C-R, Regional Commercial

Highest/Best Use:

Museum; retail art store

Date Acquired:

October 1, 2009

Purchase Price:

$653,471.53

Source of Funds:

Tax Increment

Purpose of Acquisition:

The property was acquired on October 1, 2009 for the purpose of
redevelopment activities to enhance and revitalize the arts and cultural
district on Rea Avenue.

Status & Revenues:

Vacant; This site does not generate revenue.

Environmental,
Brownfield or other
Restrictions:

Environmental: None known
Brownfield: Not applicable
Restrictions: None known

Transit Oriented
Development Site:

Not applicable.

Discussion & History:

The Agency acquired this property on October 1, 2009, with the intent of
leasing the property to a tenant to further enhance the arts and cultural
district on Rea Avenue. Prior to dissolution, the Agency was in
discussions with the ElI Cajon Firemen’s Relief Association for the
establishment of a firefighters’ museum.

Classification:

Available for Sale

Use of Broker:

See Disposal Strategy

Value As-lIs:

TBD

Disposal Strategy:

Authorize the Successor Agency to:

1. Offer the property for sale to the adjacent property owners/lessees;
2. Offer for sale to persons on interest list;
3. Offer for sale in the open market through an approved Broker.

3 Remit net proceeds to the Affected Taxing Entities within five
working days upon consummation of the sale.
Appendices: 1,2
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SUBJECT PHOTOGRAPHS
April 26, 2010

Looking southerly to

ward site from Rea Avenue.

SITE 12






'Lkocatlon:

1N. N agnolla Avenue, El Cajon, CA 92020

PROPERTY PROFILE

141N Magnolia Avenus, El Cajon. CA 92'020 —

APN: 488-082-18-00
Lot Size (SF): 35,284
Building SF: 17,434 (includes basement)

General Plan:

SDA # 9 (Also within Specific Plan 182)

Zoning: C-R, Regional Commercial
Highest/Best Use: Hotel

Date Acquired: December 29, 2009
Purchase Price: $2,068,893.33

Source of Funds:

Tax Increment

Purpose of Acquisition:

The Agency acquired this property on December 29, 2009, for the
purpose of redevelopment and revitalization of the arts and culture district
on Rea Avenue, and commercial development along N. Magnolia Avenue.

Status & Revenues:

Vacant; This site does not generate revenue.

Environmental,
Brownfield or other
Restrictions:

Environmental: A Hazardous Building Materials Survey report was
prepared August 2, 2011, for the subject site and adjacent site located at
141 N. Magnolia and 118-130 Rea, which outlines the location of
asbestos and lead containing surfaces, required for abatement.

Brownfield: Not applicable
Restrictions: None known

Transit Oriented
Development Site:

Not applicable.

Discussion & History:

On January 4, 20086, the Agency entered into an Exclusive Negotiating
Agreement (“ENA”) with Urban Betterment Company: Smith & Cowan for
development of a mixed-use project requiring the acquisition of thirteen
(13) parcels. The ENA expired in August 2008 after the developer was
unsuccessful in acquiring/negotiating for acquisition of the remaining
properties.

On March 22, 2011, the Agency entered into an Exclusive Negotiating
Agreement (“ENA”) with E. Neal Arthur for the development of a full-
service, upscale hotel with name brand identity to serve business and
leisure travelers. The ENA expired six months later due to the dissolution
of the Redevelopment Agency.

The City now has an interest in acquiring the property for redevelopment
activities and the possibility of continued discussions for development of a
hotel on the subject site.

Because the property has been operated as a bank since 1953, has a
basement with an area equal to the footprint of the building that -has
continuous flooding activity, reuse of the existing building for large scale
commercial/hotel activity is unlikely and should be cleared in preparation
for new commercial or hotel development.




| Classification

141 ,, N Magnoha Avenu e,,EI Cajon, CA 92020

PROPERTY PROFILE

Transfeyr to Clty ' Redevelop‘ment"Actmtles' -

Use of Broker:

See Disposal Strategy

Value As-Is:

$1,300,000.00 as of July 26, 2012

Value As-Demolished:

$900,000.00 as of July 6, 2012

Disposal Strategy:

Authorize the Successor Agency to:
-Annn na - nroner

2-1.  Transfer the proper‘cy to the Clty of EI Cajon for Redevelopment
Activities pursuant to CH&SC Section 34181(a) and 34191.3 upon
execution of a compensation agreement with all Affected Taxing
Entities (*ATE’s”) in proportion to their shares of the base property tax
in_accordance with CH&SC Section 34188. If no_ agreement is
reached on valuation with the ATE's, the City shall pay fair market
value as of the 2011 property tax lien date as determined by an

mdependent appraiser approved by the Overanht Boardiep—$@-@9

3:2. _ Offer for sale to private party through an RFP process for’hotel
development;
3. Offer for sale in the open market through an approved Broker

4. The Successor Agncy shall remit net proceeds, if any, within five
working days upon consummation of each transfer/sale, for distribution to
the ATE's.

Appendices:

14,15,16,17,19
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SUBJECT PHOTOGRAPHS
July 5, 2012

Looking northeasterly toward the subject from N. Magnolia Avenue.

Looking southeasterly toward the subject from N Magnolia Avenue.



PROPERTY PROFILE

Loycation:' —

. 118 130 Rea Avenue El Cajon CA 92020

118-130 Rea Avenus, El Cajon. CA'92020 |

APN: 488-082-12-00
Lot Size (SF): 9,683
Building SF: 5,802

General Plan:

SDA # 9 (Also within Specific Plan 182)

Zoning:

C-R, Regional Commercial

Highest/Best Use:

Hotel

Date Acquired:

November 10, 2010

Purchase Price:

$1,035,454.29

Source of Funds:

Tax Increment

Purpose of
Acquisition:

The Agency acquired this property on November 10, 2010 for the purpose
of redevelopment and revitalization of the arts and culture district on Rea
Avenue.

Status & Revenues:

Vacant; blighted; This site does not generate revenue.

Environmental,
Brownfield or other
Resftrictions:

Environmental: A Hazardous Building Materials Survey report was
prepared August 2, 2011, for the subject site and adjacent site located at
141 N. Magnolia, which outlines the location of asbestos and lead
containing surfaces, required for abatement.

Brownfield: None known
Restrictions: None known

Transit Oriented
Development Site:

Not applicable.

Discussion & History:

On January 4, 2006, the Agency entered into an Exclusive Negotiating
Agreement (“ENA”) with Urban Betterment Company: Smith & Cowan for
development of a mixed-use project requiring the acquisition of thirteen
(13) parcels. The ENA expired in August 2008 after the developer was
unsuccessful in acquiring/negotiating for acquisition of the remaining
properties.

The last tenant vacated the subject property in June 2011. Upon vacation,
the owner/tenant provided keys to the building to several homeless
individuals and the property has been plagued by illegal lodging and
criminal activity (Police Department Memo attached).

On March 22, 2011, the Agency entered into an Exclusive Negotiating
Agreement (“ENA”) with E. Neal Arthur for the development of a full
service, upscale hotel with name brand identity to serve business and
leisure travelers. The ENA expired six months later due to the dissolution
of the Redevelopment Agency.

The City now has an interest in acquiring the property for redevelopment
activities and the possibility of continued discussions for development of a
hotel on the subject site.

Because the property has been operated as office and medical uses since
the 1950’s, reuse of the existing buildings for new commercial activity is




PROPERTY PROFILE

ue, EI Cajon CA 92020

unlikely as the property is functronatly obsolete has consrderable deferred
structural maintenance, hazardous materials abatement is required and
cannot be rehabilitated cost-effectively, and should be cleared in
preparation for new commercial or hotel development.

Classification:

Transfer to City — Redevelopment Activities

Use of Broker:

See Disposal Strategy

Value As-ls:

$325,000.00 as of August 7, 2012

Value As-Demolished:

$255,000.00 as of July 6, 2012

Disposal Strategy:

Authorize the Successor Agency to:

Z1. Transfer the property to the Clty of El Cajon for Redevelopment
Activities pursuant to CH&SC Section 34181(a) and 34191.3 upon
execution of a compensation agreement with all Affected Taxing
Entities (“ATE’s”) in proportion to their shares of the base property tax
in accordance with CH&SC Section 34188. If no agreement is reached
on valuation with the ATE’s, the City shall pay fair market value as of
the 2011 property tax lien date as determined by an independent

apprarser approved by the Overanht Board#er—$9~99—(be&ew-market

; s 4 o of 4 s:

3.2. _ Offer for sale to private party through an RFP process for hotel
development;

3. Offer for sale in the open market through an approved Broker

4. The Successor Agency shall remit net proceeds, if any, within five
working days upon consummation of each transfer/sale, for distribution to
the ATE’s.

Appendices:

14,15,16,17,19
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SUBJECT PHOTOGRAPHS
July 5, 2012

Looking northeasterly toward the subject from Rea Avenue.

Looking northerly toward the subject from Rea Avenue.




PROPERTY PROFILE

Site# 15 | Former El Cajon Police Department Headquarters

Location: 100 Fletcher Parkway, EI Cajon, CA 92020
APN: 483-071-52-00

Lot Size (SF): 151,589

Building SF: 23,870 (including basement)

General Plan:

RC (Regional Commercial)

Zoning:

C-R, Regional Commercial

Highest/Best Use:

Regional commercial, hotel, office

Date Acquired:

June 16, 2011

Purchase Price:

$4,850,000.00

Source of Funds:

Tax Increment

Purpose of
Acquisition:

This property was acquired on June 16, 2011, at fair market as-demolished
value of $4,850,000 for redevelopment activities on a key parcel located at
the intersection of Highway 67 and Highway 8 within the Redevelopment
Project Area. A down-payment of $1,000,000 was provided to the City and
the balance was financed over five-years at 3% per annum.

The site became available for redevelopment opportunities as a result of
completion and relocation of the former El Cajon Police Department
Headquarters to the new Public Safety Center at 100 Civic Center Way.

Status & Revenues:

Vacant; This site does not generate revenue

Environmental issues,
Brownfield or other
Restrictions:

Environmental: Phase 1 Environmental Site Assessment report dated
September 7, 2011; Hazardous Building Materials Survey dated December
14, 2011. Asbestos and lead-containing surfaces identified and will be
removed through an abatement plan and the demolition process. Reports
available in the Public Works Division.

Brownfield: Not applicable

Restrictions: The site is governed by the Gillespie Field Airport Land Use
Compatibility Plan and is located in the Airport Influence Area Review Area
No. 1. An Airport Land Use Commission Determination of Consistency
Finding will be required as part of any future development entitlement
process.

Transit Oriented
Development Site:

Not applicable.

Discussion & History:

The City initiated the decommissioning process on April 26, 2011, in
anticipation of the Police Department’'s move to the Public Safety Center
upon completion in Fall 2011.

The Agency acquired this property on June 16, 2011. On March 13, 2012,
the City Council adopted the Mitigated Negative Declaration and
Mitigation, Monitoring and Reporting Program; approved General Plan
Amendment No. 2011-01 changing the land use designation from Public
Institution/ Special Development Area No. 8 to Regional Commercial; and
introduced an ordinance amending Specific Plan No. 19 to remove the
subject site from its governance; and introduced an ordinance rezoning the




PROPERTY PROFILE

on Pollce_yDepartment Headquarters

T site from M, C Nyland' RS-6 fo thé CR zc’)"nyey The zomng ”andk specnﬂc’ plan

amendment became effective on May 10, 2012.

Because the property has been operated as the former Police Station
Headquarters since the 1960's, reuse of the existing building for large
scale commercial activity is unlikely as the property is functionally
obsolete, hazardous materials abatement is required, the building cannot
be rehabilitated cost-effectively, and should be cleared in preparation for
new development.

Classification:

Available for Sale

Use of Broker:

See Disposal Strategy

Value As-lIs:

$5,100,000 as of March 9, 2011

Value As-Demolished:

$4,850,000 as March 9, 2011

Disposal Strategy:

Authorize the Successor Agency to:

3.1, Offer for sale to persons on interest list;
2. Offer for sale in the open market through an approved Broker.

4. The Successor Agency shall remit net proceeds, if any, within five
working days upon consummation of each transfer/sale, for distribution to
the Affected Taxing Entities.

Appendices:

21
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SUBJECT PHOTOGRAPHS
March 9, 2011

Looking northeasterly toward the front of the subject.

Looking northwesterly toward the front of the subject.




SUBJECT PHOTOGRAPHS
March 9, 2011

Looking in a westerly direction toward the subject from the parking
lot.

Looking in an easterly direction toward the subject parking lot from
Magnolia Avenue.







APPENDICES*

Long Range Property Management Plan
City of El Cajon, Successor Agency

Ordinance 2437 - Approving and Adoptmg thé Redevelopment Plan |

for the El Cajon Business District Redevelopment Project, dated
December 28, 1971; Description of Land within the EI Cajon
Business District Redevelopment Project Area and Statement that
Redevelopment Proceedings have been instituted, dated December
29, 1971; and EI Cajon Redevelopment Agency, Proposed
Redevelopment Plan for the El Cajon Business District
Redevelopment Project, dated November, 1971.

25

Al

Redevelopment Plan for the El Cajon Redevelopment Project Area —
June, 1987

41

All

Por Favor, Inc. — 10-year lease renewal option dated April 17, 2008;
Lease Option Agreement — Por Favor Restaurant, dated 5/28/98

1,2

Lease - Olaf Wieghorst Museum Foundation, dated July 22, 1999

Settlement Agreement between, Chrisman, ECRA, Texaco, Shell,
and Unocal dated August 28, 1995

30

First Amendment to Ground lease, Domenico Donato, dated
January 22, 2003; Ground Lease -~ Domenico Donato, Dated
November 22, 2002

19

Lease - Foster and Kleiser, dated April 26, 1972; Letter dated May
31, 1989, Patrick Media Group, Inc.; Letter Dated May 23, 1989,
City of El Cajon

Resolution No. 98-93 ordering vacation of Prescott Avenue
between Douglas Avenue and Lexington Avenue and the Alley
South of Douglas, recorded March 18, 1993

5,6,7

Agenda Report dated November 19, 1993, Disposition and
Development Agreement — Lexington Avenue Senior Apartments;
Disposition and Development Agreement, Lexington Avenue Senior
Apartments, executed November 30, 1993.

137

5,6,7

10

Resolution No. 262-94, Resolution Authorizing Quitclaim Deed of
Westerly Half of Vacated Portion of Prescott Avenue, Between
Douglas and Lexington Avenues, to the El Cajon Redevelopment
Agency; Quitclaim Deed, recorded September 26, 1994, document
#1994-056904

6,7

11

Letter from Goldrich, Kest & Associates dated October 31, 1995 for
the Quitclaim of Pedestrian Walkway and Public Parking Lot

5,6,7

12

Ordinance 4444 — an Ordinance approving Specific Plan No. 457 for
a Density Bonus, an increased number of stories and a modified
parking requirement for a proposed 100-unit senior housing project
in the R-4 zone, dated June 21, 1994; Resolution No. 8636,
recommending approval of Specific Plan 457; Lexington Avenue
Senior Apartments, GMP Architects Site Plan

5,6,7

13

County of San Diego letter dated February 1, 2008; City Council
Agenda Report dated 2/26/2008; and E! Cajon City Hall/Sixth Floor
Lease

46

8,9
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Long Range Property Management Plan
City of El Cajon, Successor Agency

e #'s
14 Memorandum dated October 25, 2012 — Rea and Magnolia Former 9,13,14
RDA Properties (Financial Analysis for Sites 9,13,14)
15 Exclusive Negotiation Agreement, Urban Betterment Company: 5 9,13,14
Smith & Cowan, dated January 4, 2007; First Amendment to
Exclusive Negotiation Agreement dated September 13, 2007; and
Second Amendment to Exclusive Negotiation Agreement dated
February 8, 2008.
16 Exclusive Negotiation Agreement, E. Neal Arthur, dated March 22, 10 9,13,14
2011, and Resolution No. ECRA-415
17 Taxing Entities — Tax Rate Area 003107 1 9,13,14
18 Assignment and Assumption of Lease and Agreement of Use 21 10,11
Restrictions, dated October 3, 2008, recorded October 15, 2008,
document #2008-0539364.
19 Ninyo & Moore, Hazardous Building Materials Survey, 141 Magnolia 125 13,14
Avenue and 118-130 Rea Avenue, dated August 2, 2011
20 Memorandum to Chief of Police dated Jjuly 31, 2012, calls for 1 14
service — 118 to 130 Rea Street
21 Ninyo & Moore, Hazardous Building Materials Survey, Former El 82 15
Cajon Police Station, dated December 14, 2011.
22 $35,600,000 ElI Cajon Redevelopment Agency, ElI Cajon 80; 1,2,3,4,5,6,7
Redevelopment Project, Tax Allocation Refunding Bonds Issue of | Available
1992. on City
website
23 $35,745,000 ElI Cajon Redevelopment Agency, El Cajon 86; 1,2,3,4,5,6,7
Redevelopment Project, Tax Allocation Refunding Bonds Issue of | Available
1997. on City
website
24 $40,000,000 El Cajon Redevelopment Agency, ElI Cajon 116; 1,2,3,4,5,6,7
Redevelopment Project, Refunding Bonds Issue of 2005. Available
on City
website
25 $15,750,000 El Cajon Redevelopment Agency, El Cajon 158; 1,2,3,4,5,6,7
Redevelopment Project Tax Allocation Bonds Issue of 2007. Available
on City
website

1
All appendices can be found on the City of El Cajon website from the following webpage: http://www.ci.el-
cajon.ca.us/comm/Successor.html




STAFF COMMUNICATIONS
NO. 1

CITY OF EL CAJON
SUCCESSOR AGENCY

MEMORANDUM

DATE: January 15, 2014
TO: Oversight Board Members
FROM: Interim Director of Finance

SUBJECT: Basic Financial Statements and Independent Auditor's Report for the Fiscal
Year Ended June 30, 2013, and Written Communication Between Auditor
and Client

The Basic Financial Statements are prepared annually to present the Successor Agency’s
financial condition and fiscal year end results of the Agency’s activities and to comply with
the bonds’ continuing disclosure requirement to file an Annual Report that included audited
financial statements. The financial statements have been audited by the firm of Rogers,
Anderson, Malody & Scott, LLP, whose Independent Auditor’s Report states that, in their
opinion, the financial statements are presented fairly in all material respects and are in
conformance with GAAP. ‘

The Statement on Auditing Standards 114 (SAS114) requires communication between the
auditor and client in relation to the audit of financial statements. SAS 114 identifies certain
information that must be provided such as qualitative aspects of accounting practices,
management representation, and other audit findings or issues, among others. This
information is communicated to the Oversight Board in the attached auditor’s letter dated
December 4, 2013.

Holly Reed-Falk
Interim Director of Finance
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To the Oversight Board
Successor Agency of the El Cajon Redevelopment Agency
El Cajon, California

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the Successor
Agency of the El Cajon Redevelopment Agency (the Agency), California, as
of and for the year ended June 30, 2013, and the related notes to the
financial statements, which collectively comprise the Agency's basic financial
statements as listed in the table of contents.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures
selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

STABILITY. ACCURACY. TRUST.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Successor Agency of the El Cajon Redevelopment Agency,
California, as of June 30, 2013, and the respective changes in financial position thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of
America.

Report on summarized comparative information

We have previously audited the Agency’s 2012 financial statements, and our report dated November
30, 2012, we expressed an unqualified opinion on those audited financial statements. In our
opinion, the summarized comparative information presented herein as of and for the year ended
June 30, 2012, is consistent, in all material respects, with the audited financial statements from
which it has been derived.

Other matters
Implementation of new pronouncements

As discussed in Note A-10 of the financial statements, the Agency adopted the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 63, Financial Reporting of
Deferred Outflows of Resources, Deferred Inflows of Resources and Net Position and the provisions
of GASB Statement No. 65, Items Previously Reported as Assets and Liabilities.

Required supplementary information

Management has omitted management’'s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. Our opinion on the basic financial statements is not affected by this
missing information.

/{yuu) ﬁu&wm wlody ¢ Sfcmr) LLP

San Bernardino, CA
December 4, 2013



Successor Agency of the

El Cajon Redevelopment Agency
Statement of Fiduciary Net Position

June 30, 2013

(with comparative data for prior year)

ASSETS
Cash and investments
Cash and investments with fiscal agent
Receivables:
Accounts
Interest
Loans
Prepaid bond insurance
Assets held for resale
Capital assets:
Land and nondepreciable capital assets
Depreciable assets, net

Total assets

LIABILITIES
Accounts payable and accrued liabilities
Interest payable
Deposits payable
Current portion of long-term debt
Long-term debt

Total liabilities

NET POSITION (DEFICIT)

Held in trust for other purposes

The accompanying notes are an integral part of these financial statements.

-3-

2013 2012
$ 6,718,033 $ 13,037,412
6,357,881 6,460,257

- 54,239

1,575 1,914

4,527,304 4,880,724
146,974 153,098
20,445,918 20,039,418
1,934,508 1,753,823
5,190,263 5,789,536
45,322,456 52,170,421
724,247 5,873,290

853,857 880,684

2,000 2,000

2,181,246 2,151,879
62,768,606 64,949,852
66,529,956 73,857,705

$ (21,207,500) $  (21,687,284)




Successor Agency of the
El Cajon Redevelopment Agency
Statement of Changes in Fiduciary Net Position

For the fiscal year ended June 30, 2013
(with comparative data for prior year)

2013 2012
ADDITIONS
Property taxes $ 7833273 $ 4,227,883
Intergovernmental 1,737,912 18,974
Investment earnings 36,284 45,338
Other 43,412 73,916
Total additions 9,650,881 4,366,111
DEDUCTIONS
Administrative expenses 253,016 101,514
Program expenses of former redevelopment agency 2,287,345 193,011
Payments to affected taxing entities 3,170,390 3,876,651
Interest and fiscal agency expenses of former redevelopment agency 3,460,346 1,654,814
Total deductions 9,171,097 5,825,990
Extraordinary loss - (20,227,405)
Change in net position 479,784 (21,687,284)
Net position (deficit), beginning of the fiscal year, restated (21,687,284) -
Net position (deficit), ending of the fiscal year $(21,207,500) $(21,687,284)

The accompanying notes are an integral part of these financial statements.
-4-



Successor Agency of the

El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2013

Note A:  Organization and Summary of Significant Accounting Policies

The basic financial statements of the Successor Agency of the El Cajon Redevelopment
Agency, California (the Successor Agency) have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to governmental agencies. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The more significant of
the Successor Agency’s accounting policies are described below.

1. Reporting entity

On January 10, 2012, the City of ElI Cajon elected to be the successor agency to the former El
Cajon Redevelopment Agency, California (the Agency). Upon the dissolution of California
redevelopment agencies on February 1, 2012, the Successor Agency is tasked with the
responsibility of winding down the dissolved redevelopment agency’s affairs, continuing to meet
the former agency’s enforceable obligations, overseeing completion of redevelopment projects,
and disposing of the assets and properties of the former redevelopment agency; all as directed
and approved by the Oversight Board. Oversight Board members have a fiduciary responsibility
to holders of enforceable obligations, as well as to the local agencies that would benefit from
property tax distributions from the former redevelopment project area. The Oversight Board of
the Successor Agency is comprised of seven members appointed by the:

e County Board of Supervisors (two members)

e Mayor of the City of EI Cajon (one member)

e County Superintendent of Education (one member)

e Chancellor of California Community Colleges (one member)
o Largest special district taxing entity (one member); and

e Mayor of City of El Cajon representing the employees of the former
redevelopment agency (one member).

City of El Cajon employees perform the necessary day-to-day activities of the Successor
Agency to bring existing projects to completion, collect information and perform analysis
regarding disposal of agency assets, and provide administrative support to the Oversight Board.

The Successor Agency’s assets and activities are accounted for in a fiduciary fund (private-
purpose trust fund), since the Successor Agency is not a component unit of the City of El
Cajon’s financial reporting entity.
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Note A:  Organization and Summary of Significant Accounting Policies (continued)
2. Basis of accounting and measurement focus

The Successor Agency serves as the custodian of the assets for the dissolved redevelopment
agency. Based on the nature of this custodial role, the assets and liabilities of the dissolved
redevelopment agency are reported as a fiduciary fund (private-purpose trust fund.) The private-
purpose trust fund financial statements consist of a Statement of Fiduciary Net Position
(“balance sheet’) and a Statement of Changes in Fiduciary Net Position (‘income statement”.)

Private-purpose trust funds are accounted for using the “economic resources” measurement
focus and accrual basis of accounting. Accordingly, all of the Successor Agency’s assets and
liabilities (both current and noncurrent) are included in the Statement of Fiduciary Net Position.
The Statement of Changes in Fiduciary Net Position presents additions to (revenues) and
deductions from (expenses) the total net position. Expenses are recorded in the period in which
the liability is incurred while revenues are recognized in the period in which they are earned.
Property tax revenues are recognized in the fiscal year for which they are levied.

3. Property Tax

The Successor Agency’s primary source of funding is property taxes allocated by the San Diego
County-Auditor’'s Office (CAC) from the Redevelopment Property Tax Trust Fund (RPTTF). The
allocation of property taxes is related to the repayment of the former redevelopment agency’s
enforceable obligations. The Successor Agency prepares a Recognized Obligation Payment
Schedule (ROPS) estimating the RPTTF funds required to pay its obligations for each six-month
period (January-June and July-December.) The ROPS is subject to review and approval of the
Oversight Board, CAC, and State Department of Finance (DOF).

The Successor Agency receives allocation of property taxes for its approved ROPS items after
payments of the County’s administrative costs and pass-through payments to affected taxing
entities. In addition to the ROPS payments, the Successor Agency is allocated annually an
administrative allowance equal to 3% of the approved RPTTF funding or the minimum amount
of $250,000, whichever is greater.

The County of San Diego (County) assesses bills and collects property taxes on behalf of
numerous special districts and incorporated cities. The County distributes property taxes
collected and deposited in the RPTTF to the successor agencies and the residual balances to
other taxing entities in January and June of each year.

The Successor Agency has no power to levy and collect taxes, and any legislative property tax
reduction might decrease the amount of tax revenues that would otherwise be available to pay
the principal and interest on bonds and other obligations. Broadened property tax exemptions
could have a similar effect. Conversely, any increase in the tax rate or assessed valuation, or
any reduction or elimination of present exemptions, would increase the amount of tax revenues
that would be available to pay enforceable obligations.



Successor Agency of the

El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2013

Note A:  Organization and Summary of Significant Accounting Policies (continued)
4. Annual Budget

Prior to the beginning of the fiscal year, the Oversight Board of the Successor Agency adopts an
annual budget for the conduct of necessary activities, including administration, of the former
redevelopment agency. Supplemental appropriations required during the period may also be
approved by the Board.

5. Cash and investments

The cash and investments held by the Successor Agency are pooled in the City’s cash and
investments, except for cash held by the fiscal agents and funds invested in a Successor
Agency Local Agency Investment Fund (LAIF) account. The Successor Agency’s share in this
pool is displayed in the accompanying basic financial statements as cash and investments.
Based on monthly average cash and investment balances, investment income earned by the
pooled investments is allocated quarterly to the various City funds, City component units and for
certain agencies, including the Successor Agency.

The Successor Agency participates in LAIF, an investment pool managed by the State of
California. Investments are reported at fair value and changes in fair value that occur during a
fiscal year are reported as investment earnings for that fiscal year. Investment earnings include
interest earnings, changes in fair value, and any gains or losses realized upon the liquidation or
sale of investments.

6. Assets held for resale

Assets held for resale, consisting of real property and equipment, are capitalized at the lower of
acquisition cost or estimated resale value.

7. Capital assets

Capital assets are reported at historical costs where records are available and at an estimated
cost, if no historical records exist. Contributed fixed assets are valued at their estimated fair
market value at the date of donation. Equipment purchases and capital projects with costs in
excess of $10,000 and estimated useful life in excess of two years are capitalized. Capital
assets are depreciated using the straight-line method over the following useful lives:

Capital Asset Useful Life
Infrastructure 20 - 60 years
Buildings and improvements 10 - 50 years
Machinery and equipment 2 - 20 years
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Note A:  Organization and Summary of Significant Accounting Policies (continued)
8. Liabilities

Liabilities reflect the Successor Agency’s financial obligations as of June 30, including the
repayment of tax allocation bonds issued by the former redevelopment agency. Bond issuance
and discount costs are deferred and amortized over the life of the bonds using the straight-line
method. Long-term debt is reported net of bond discount.

9. Use of estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of financial statements and the related
reported amounts of revenue and expenses during the reporting period. Actual results could
differ from estimates. Management believes that the estimates are reasonable.

10. Implementation of new Governmental Accounting Standards Board (GASB)
pronouncements

The Successor Agency implemented GASB Statement No. 63, Financial Reporting of Deferred

Outflows of Resources, Deferred Inflows of Resources, and Net Positions, and GASB

Statement No. 65, Iltems Previously Reported as Assets and Liabilities, in the accompanying

financial statements as of June 30, 2013.

Note B: Cash and Investments

Cash and investments, as of June 30, 2013, are classified in the accompanying financial
statements as follows:

Statement of Fiduciary Net Position:

Cash and investments $ 6,718,033
Restricted cash and investments with fiscal agent 6,357,881
Total cash and investments $ 13,075,914

Cash and investments, as of June 30, 2013, consist of the following:

Cash on hand and deposits $ 1,831,749
Investments 11,244,165
Total cash and investments $ 13,075,914
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Note B:  Cash and Investments (continued)
Equity in the cash and investment pool of the City of ElI Cajon

The Successor Agency participates in the cash and investment pool managed by the City of El
Cajon. The pool is governed by and under the regulatory oversight of the investment policy
adopted by the City Council. The Successor Agency did not adopt an investment policy
separate from that of the City of ElI Cajon. The cash and investment pool, other than debt
proceeds held in restricted accounts, may be invested in any instrument authorized by the
California Government Code Section 53601 and by the City’s investment policy. The list of
investment types authorized for the City is provided in the cash and investment notes to the
basic financial statements of the City.

The Successor Agency’s cash and investment pooled in the City’s cash and investment is
reported in the accompanying financial statements at fair value amounts based upon the
Successor Agency’s pro-rata share of the fair value calculated for the entire City portfolio.

Investments authorized by debt agreements

Investment of debt proceeds with fiscal agents is governed by provisions of the debt
agreements, rather than the general provisions of the California Government Code or the City’s
investment policy. The following table identifies the investment types that are authorized for
investments with fiscal agents. The table also identifies certain provisions of these debt
agreements that address interest rate risk and concentration of credit risk.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity Allowed in One Issuer

General Obligations of States None None None
U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Banker's Acceptances 360 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None None
Investment Contracts 30 years None None
Pre-Refunded Municipal Obligations None None None
Local Agency Investment Fund (LAIF) N/A None None
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Note B:  Cash and Investments (continued)
Investment in State investment pool

The Successor Agency is a voluntary participant in the Local Agency Investment Fund (LAIF)
that is regulated by the California Government Code under the oversight of the Treasurer of the
State of California. The fair value of the investment in this pool is stated at amounts based upon
the Successor Agency’s pro-rata share of fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized cost of that portfolio.) The balance available for withdrawal
is based on the accounting records maintained by LAIF, which are recorded on an amortized
cost basis.

LAIF is a governmental investment pool managed and directed by the California State Treasurer
and is not registered with the Securities and Exchange Commission. An oversight committee
comprised of California State officials and various participants provide oversight to the
management of the fund. The daily operations and responsibilities of LAIF fall under the
auspices of the State Treasurer’s office. The maximum investment in LAIF is $50,000,000.

Risk Disclosures

Interest Rate Risk — This is the risk that changes in market interest rates will adversely affect
the fair value of an investment. The longer the maturity of an investment, the greater is the
sensitivity of its fair value to changes in market interest rates. Exposure to interest rate risk is
minimized by purchasing a combination of shorter term and longer term investments and by
timing the cash flows from maturities so that a portion of the portfolio is maturing and or coming
close to maturity evenly over time to provide the cash flow and liquidity needed for operations.

The Successor Agency’s exposure to interest rate risk as a result of its equity in the cash and
investment pool of the City is provided by disclosures in the notes to the basic financial
statements of the City that show the distribution of the City’s investments by maturity.

The sensitivity of the Successor Agency’s investments to market interest rate fluctuations is
provided by the following table that shows the distribution of these investments by maturity:

Remaining maturity

12 Months 13-24 25-60 More Than

Investment Type Amounts Or Less Months Months 60 Months

State Investment Pool $ 4,886,284 $ 4,886,284 $ - $ - 3% -
Held by fiscal agent:

Invesco Treasury

Private Fund 1,317,320 1,317,320 - - -

State Investment Pool 5,040,561 5,040,561 - - -

Total $ 11,244,165 $ 11,244165 $ - 8 - $ -
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Note B:  Cash and Investments (continued)
Risk Disclosures (continued)

Credit Risk — This is the risk that an issuer of an investment will not fulfill its obligations to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. Presented in the following table is the minimum rating
required by (where applicable) the California Government Code, the Successor Agency’s
investment policy or debt agreements, and the actual rating as of June 30, 2013, for each
investment type.

Minimum Ratings at June 30, 2013
Investment Type Amount Legal Rating AAA Not Rated
State Investment Pool $ 4,886,284 N/A $ - $ 4,886,284
Held by fiscal agent:
Invesco Treasury
Private Fund 1,317,320 AAA 1,317,320 -
State Investment Pool 5,040,561 N/A - 5,040,561
Total $ 11,244,165 $ 1,317,320  $ 9,926,845

Custodial Credit Risk — The custodial credit risk for deposits is the risk that in the event of the
failure of a depository financial institution, a government will not be able to recover deposits or
collateral securities that are held by an outside party. As of June 30, 2013, none of the
Successor Agency’s deposits pooled with the City’s deposits was held in uncollateralized
accounts. The Successor Agency does not have significant separate certificates of deposit or
demand accounts held by the fiscal agent that are subject to custodial credit risk disclosure.

The custodial credit risk for investments is the risk that in the event of the failure of the
counterparty to a transaction, a government will not be able to recover the value of investment
or collateral securities that are in the possession of an outside party. The Successor Agency
does not have direct investments in securities subject to custodial credit disclosure. For the
investments held by the fiscal agent, the fiscal agent selects the investment under the terms of
the applicable trust agreement, acquires the investment, and holds the investment on behalf of
the reporting government.
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Note C: Loans Receivable

The Successor Agency is tasked with monitoring the loan agreements entered into by the
former El Cajon Redevelopment Agency for financing construction and tenant improvements of
businesses in the project area. As of June 30, 2013, the Successor Agency had the following

loans receivables:

Parkway Plaza GP, LLC

In March 2011, the former Agency entered into an Owner Participation
Agreement with Parkway Plaza GP, LLC (Developer) to rehabilitate and
renovate the Westfield Parkway Shopping Mall (Site). The Agency agreed to
loan the Developer up to $2,000,000 for the construction of new facade
improvements and landscaping within the shopping center and completion of
tenant improvements to accommodate new retail uses. The terms and
conditions of the Agency loan are stated in a promissory note. Interest
accrues annually on the outstanding principal balance at the LIBOR Rate.
The Agency shall forgive accrued interest first, then principal, in an amount
equal to the sales taxes and net property taxes generated from the Site each
year. The balance of outstanding principal and accrued interest must be paid
to the Agency within ten years of the note date. Total loan disbursed was
$1,972,400 and accrued interest was $4,904 as of June 30, 2013.

JKC Palm Springs Automotive, Inc.

In March 2011, the former Agency entered into an Owner Participation
Agreement with JKC Palm Springs Automotive, Inc. (Developer) to
rehabilitate the real property, buildings, and facilities operated as the Team
KIA El Cajon motorcar dealership (Site). The Agency agreed to loan the
Developer up to $650,000 for the costs the Developer incurs in planning,
designing, and constructing the Site improvements. The note was secured
by a Deed of Trust. The loan accrues an annual interest rate of 3% starting
on the fourth Operating Year following the date of recordation of the Release
Construction Covenants. In the fifth Operating year, the Agency shall forgive
accrued interest first, then principal, in an amount equal to the sales taxes
generated from the Site each year. In the tenth year from the date of
recordation of the Release Construction Covenants, the Developer must pay
any balance of outstanding principal and accrued interest to the Agency. As
of June 30, 2013, the outstanding principal was $650,000.
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Balance at

June 30, 2013

$

1,977,304

650,000
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Note C: Loans Receivable (continued)

Inland Properties (US) Inc.

In April 2011, the former Agency authorized the sale of the 440 and 542 N.
Johnson Avenue property (Site) to Inland Properties (US) Inc. (Developer)
for $2,500,000. The Developer made a down payment of $600,000 and a
promissory note was executed for the remaining $1,900,000. The note was
secured by a Deed of Trust. In the sixth year following the date of
recordation of the Release Construction Covenants, repayment begins for a
period of ten years, with an annual interest rate of 3.25% on the outstanding
principal loan balance. The Agency shall forgive accrued interest first, then
principal, in an amount equal to the sales and use taxes generated from
sales occurring on the Site in each year.

Downtown El Cajon Brewery Company, Inc.

On October 1, 2012, the Downtown El Cajon Brewing Co. Inc. (Borrower)
filed for reorganization under Chapter 11 of the Bankruptcy Code. The
Successor Agency held three promissory notes (Notes) with outstanding
principal balances totaling $617,702. All three Notes were secured by a
Participation Agreement, Leasehold Deed of Trust, and Promissory Notes
(Loan Documents).

On April 1, 2013, the Borrower executed a Settlement Agreement with the
Successor Agency, surrendering possession of all furniture, fixtures and
equipment, and inventory assets related to the operation of the business
located at 110 N. Magnolia Avenue. Based on an appraisal that was
obtained on May 15, 2013, the Successor Agency recorded the furniture,
fixtures and equipment, and inventory as assets held for resale at a market
value of $256,500. As of June 30, 2013, the balance of the loan, totaling
$361,202, was written off as bad debt expense.

Total

-13-

Balance at

June 30, 2013

$

1,900,000

$

4,527,304
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Note D:  Capital Assets

At June 30, 2013, the capital assets held by the Successor Agency consisted of the following:

Beginning Ending
balance Additions Deletions balance
Nondepreciable assets:
Land $ 1,753,823 $ 180,685 * $ - $ 1,934,508
Total nondepreciable assets 1,753,823 180,685 - 1,934,508
Depreciable assets:
Land improvements 5,992,732 - - 5,992,732
Total depreciable assets 5,992,732 - - 5,992,732
Less accumulated depreciation:
Land improvements (203,196) (599,273) - (802,469)
Total accumulated depreciation (203,196) (599,273) - (802,469)
Capital assets, net $ 7,543,359 $ (418,588) $ - $7,124,771

*This amount was the change in the book value of a parcel of land based on historical records collected
during the preparation of the Successor Agency’s Long Range Property Management Plan.
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Note E: Long-Term Liabilities

The Successor Agency is required to make scheduled payments and perform obligations with
respect to the long-term liabilities of the former El Cajon Redevelopment Agency. The following
is a schedule of changes in long-term liabilities for the fiscal year ended June 30, 2013:

Beginning Ending Due within
balance Additions Deletions balance one year
Bonds:
2000 Tax allocation
refunding bonds $ 15,915,000 $ $ 30,000 $ 15,885,000 $ 35,000
2005 Tax allocation
refunding bonds 34,770,000 1,010,000 33,760,000 1,045,000
2007 Tax allocation
bonds 14,330,000 315,000 14,015,000 330,000
Subtotal bonds 65,015,000 1,355,000 63,660,000 1,410,000
Less Unamortized
discount (1,068,635) (44,529) (1,024,106) -
Total bonds 63,946,365 1,310,471 62,635,894 1,410,000
Due to the City
of El Cajon 3,062,497 748,539 2,313,958 771,246
Compensated absences 92,869 92,869 - -
Total long-term debt $67,101,731 $ $2,151,879 $ 64,949,852 $ 2,181,246
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Note E: Long-Term Liabilities (continued)
2000 Tax allocation refunding bonds

On August 15, 2000, the former Agency issued $16,000,000 Taxable Tax Allocation Refunding
Bonds, Issue of 2000, and (the Bonds) to refund the bank notes payable. The Bonds are being
issued on a parity basis with the Agency’s Tax Allocation Refunding Bonds, Issue of 1997. The
Bonds are term bonds maturing on October 1, 2020, and October 1, 2030, and are subject to
mandatory redemption from minimum sinking account payments, in part by lot, by October 1,
2006, and October 1, 2021, respectively, and on each October 1 thereafter at a redemption
price equal to the principal amount thereof plus accrued interest to the redemption date. The
Bonds are subject to optional redemption prior to maturity, in whole or in part, on any date.
Interest is payable semi-annually on April 1 and October 1 at interest rates ranging from 7.6% to
7.7%. The Agency pledged 100% of property tax from the RPTTF as security for the bonds.

The debt service requirements for the 2000 Bonds at June 30, 2013 were as follows:

Year Ending June 30, Principal Interest Total
2014 35,000 1,221,405 1,256,405
2015 40,000 1,218,555 1,258,555
2016 50,000 1,215,135 1,265,135
2017 55,000 1,211,145 1,266,145
2018 55,000 1,206,965 1,261,965
2019 — 2023 330,000 5,967,228 6,297,228
2024 - 2028 8,495,000 4,359,933 12,854,933
2029 — 2032 6,825,000 814,082 7,639,082
Totals $ 15,885,000 $ 17,214,448 $ 33,099,448
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Note E: Long-Term Liabilities (continued)

2005 Tax allocation refunding bonds

On October 1, 2005, the former Agency issued $40,000,000 Tax Allocation Refunding Bonds,
Issue of 2005, (the Bonds) to advance refund the 1997 Tax Allocation Refunding Bonds, of
which $29,440,000 were outstanding as of October 1, 2005. As of June 30, 2006, the 1997
bonds had been paid in full. This resulted in a present value cash flow savings of $1,070,000
and a deferred amount on refunding (difference between the present value of the new debt
service payments and the old debt service payments) of $10,176,549. The Bonds are term
bonds maturing on October 1, 2030 and October 1, 2036, and are subject to mandatory
redemption from minimum sinking account payments, in part by lot, on October 1, 2023, and
October 1, 2031, respectively, and on each October 1 thereafter at a redemption price equal to
the principal amount thereof plus accrued interest to the redemption date. Interest is payable
semi-annually on April 1 and October 1 at interest rates ranging from 3% to 4.5%. The Agency
pledged 100% of property revenues from the RPTTF as security for the bonds. The bonds are
presented net of unamortized discount of $1,024,109.

The debt service requirements for the 2005 Bonds at June 30, 2013 were as follows:

Year Ending June 30, Principal Interest Total

2014 $ 1,045,000 $ 1,464,805 2,509,805

2015 1,085,000 1,420,849 2,505,849

2016 1,125,000 1,373,886 2,498,886

2017 1,170,000 1,325,118 2,495,118

2018 1,225,000 1,272,693 2,497,693

2019 - 2023 6,965,000 5,523,908 12,488,908
2024 - 2028 1,000,000 4,645,125 5,645,125
2029 - 2033 6,550,000 4,173,300 10,723,300
2034 - 2038 13,595,000 1,256,962 14,851,962
33,760,000 22,456,646 56,216,646
Less Unamortized Discount (1,024,106) - (1,024,106)
Totals $ 32,735,894  $ 22,456,646 $ 55,192,540
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Note E: Long-Term Liabilities (continued)
2007 Tax allocation bonds

On October 1, 2006, the former Agency issued $15,750,000 Tax Allocation Bonds, Issue of
2007, (the Bonds) to finance redevelopment project activities within or for the benefit of the City
of El Cajon Redevelopment Project Area of the Agency. The Bonds are being issued on a parity
basis with the Agency’s Taxable Tax Allocation Refunding Bonds, Issue of 2000, and Tax
Allocation Refunding Bonds, Issue of 2005. The Bonds are term bonds maturing October 1,
2030, and October 1, 2037, and are subject to mandatory redemption from mandatory sinking
account payments, in part by lot, on October 1, 2023, and October 1, 2031, respectively, and on
each October 1 thereafter at a redemption price equal to the principal amount thereof plus
accrued interest to the redemption date. The Bonds are subject to optional redemption prior to
maturity, in whole or in part, on any date. Interest is payable semi-annually on April 1 and
October 1 at interest rates ranging from 3.45% to 4.25%. The Agency pledged 100% of property
tax revenues from the RPTTF as security for the bonds.

The debt service requirements for the 2007 Bonds at June 30, 2013 were as follows:

Year Ending June 30, Principal Interest Total
2014 $ 330,000 $ 593,707 $ 923,707
2015 345,000 579,362 924,362
2016 355,000 564,488 919,488
2017 375,000 548,975 923,975
2018 390,000 532,718 922,718
2019 — 2023 2,210,000 2,400,280 4,610,280
2024 — 2028 1,810,000 1,986,606 3,796,606
2029 - 2033 3,000,000 1,512,635 4,512,635
2034 — 2038 5,200,000 627,813 5,827,813

Totals $ 14,015,000 $ 9,346,584 $ 23,361,584
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Note E:

The annual requirements to amortize all bonds outstanding at June 30, 2013, including interest

payments to maturity, are as follows:

June 30, 2013

Long-Term Liabilities (continued)

Year Ending at June 30, Principal Interest Total

2014 $ 1,410,000 $ 3,279,917 4,689,917

2015 1,470,000 3,218,766 4,688,766

2016 1,530,000 3,153,509 4,683,509

2017 1,600,000 3,085,238 4,685,238

2018 1,670,000 3,012,376 4,682,376

2019 — 2023 9,505,000 13,891,416 23,396,416

2024 — 2028 11,305,000 10,991,664 22,296,664

2029 - 2033 16,375,000 6,500,017 22,875,017

2034 - 2038 18,795,000 1,884,775 20,679,775
63,660,000 49,017,678 112,677,678
Less Unamortized Discount (1,024,106) - (1,024,106)
Totals $ 62,635894 $ 49,017,678 $ 111,653,572

Due to the City of El Cajon

The Agency entered into an agreement with the City of EI Cajon to purchase the property at 100
Fletcher Parkway on June 15, 2011. The property was the site of the former police facility.
Amendments to the general plan and zoning designations were adopted prior to the purchase in
order to facilitate future commercial development and to increase the marketability of the
property. The appraisal was for $4,850,000, which was the purchase price of the property. The
former Agency made a $1 million down payment and executed a Promissory Note secured by a
Deed of Trust for $3,850,000. The note bears an interest rate of 3% and requires an annual
payment (total principal and interest) of $840,665 for five years. The Successor Agency
received funds from the RPTTF to make the annual payment due on December 1, 2012 and the
balance of outstanding principal at June 30, 2013 was $2,313,958. See Note |, Subsequent
Events, for additional information regarding this loan.
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Note F: Debt Without Government Commitment

In April 1998, the former El Cajon Redevelopment Agency issued $5,400,000 Variable Rate
Demand Multifamily Housing Revenue Bonds, Series 1998 (Park-Mollison and Madison
apartments) to provide for the acquisition and rehabilitation of two multifamily rental housing
developments owned by Madison/Mollison, L.P., a California limited partnership. Pursuant to a
Loan Agreement, the former redevelopment agency loaned the proceeds of the Bonds to the
Owner for its use in financing the project. The bonds were called and paid in full in May 2013.
At June 30, 2013, $0 was outstanding.

Note G: Commitments and Contingencies
Some enforceable obligations of the Successor Agency represent agreements, contracts or
other commitments for the expenditure of monies. They do not constitute as expense or liability

for financial statement purposes because these commitments will be honored in subsequent
years.

Note H: Restatements

The Successor Agency restated its beginning balance of net position as follows:

Net position, beginning as previously reported $ (21,483,047)
Restatements (204,237)
Net position, beginning as restated $ (21,687,284)

The restatement was due to a change in accounting principle with the implementation of GASB
Statement No. 65. Unamortized bond issuance costs, except for the portion related to prepaid
bond insurance costs, were reclassified as expenses in the period incurred.
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Note I: Subsequent Events
State Controller's Office Asset Transfer Review

On June 24, 2013, pursuant to HSC Section 34167.5, the State Controller's Office (SCO)
reviewed all asset transfers made by the former El Cajon Redevelopment Agency (RDA) to the
City of El Cajon or any public agency after January 1, 2011. In the draft report, received on
August 29, 2013, the SCO made a preliminary determination that the former RDA made
"unallowable asset transfers" totaling $23,096,415 ($21,255,750 to the El Cajon Housing
Authority and $1,840,665 to the City of El Cajon) after January 1, 2011.

The asset transfer of $21,255,750 to the ElI Cajon Housing Authority on February 1, 2012,
consisted of cash, loan receivables, and real properties that were acquired with Low and
Moderate Income Housing funds for housing purposes. The SCO acknowledged corrective
actions were taken by the Successor Agency subsequent to the transfer, and prior to SCO's
review; therefore, the SCO made no recommendation for further action.

The asset transfer of $1,840,665 was comprised of the $1,000,000 down payment and the first
installment payment of $840,665 on a promissory note for the former RDA's purchase of real
property from the City for $4,850,000 on June 16, 2011. The SCO preliminarily ordered the City
to turn over the $1,840,665 of cash assets to the Successor Agency for remittance to the county
auditor-controller.

On September 6, 2013, the Successor Agency issued a response to the draft report disagreeing
with the preliminary findings. The Successor Agency and the City will take the necessary
actions once the final report is received from the SCO.

Due to the City of El Cajon, Land Purchase

The State Department of Finance denied the Successor Agency's funding request for the third
installment payment of $840,665 due to the City on December 1, 2013. Based on AB1484
requirements, loan payments by the Successor Agency to the City must be recalculated at an
interest rate not to exceed the LAIF interest rate, and loan payments cannot begin until fiscal
year 2014-15 with the maximum payments strictly limited by a statutory formula.
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OVERSIGHT BOARD MEMORANDUM

DATE: December 17, 2013
TO: Oversight Board Members
FROM: Jenny Ficacci, Housing Manager

SUBJECT: Request to commit 2005 Low and Moderate-Income Housing Fund Bond
Proceeds for El Cajon Housing Authority Project #HA1501

Please find attached a request from the El Cajon Housing Authority Executive Director,
Douglas Williford, requesting the Successor Agency commit the remaining 2005 Low and
Moderate Income Housing Fund Bond Proceeds (“LMIHF Bond Proceeds”) balance,
required for set-aside as part of the Tax Allocation Refunding Bonds issue of 2005, for a
Housing Authority project during FY2014-15. The LMIHF Bond Proceeds balance is
estimated at $689,617 as of June 30, 2014.

The proposed project, “Hsg Auth Development & Revitalization Activities” #4A1501, was
included as part of the City/Housing Authority annual Capital Improvement Plan (“CIP")
process, and anticipates the use of LMIHF Bond Proceeds to be leveraged with other
funding sources for the production, replacement or preservation of affordable housing
units, which meets the covenants of the Tax Allocation Refunding Bonds Issue of 2005.

Staff anticipates the LMIHF Bond Proceeds to be programmed in the FY2014-15 budget
for the acquisition of property, and will be spent immediately upon close of escrow.
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EL CAJON HOUSING AUTHORITY

MEMORANDUM
DATE: December 17, 2013
TO: Successor Agency Staff
FROM: Douglas Williford, Executive Direct

SUBJECT: Request to commit 2005 Low and Moderate Income Housing Bond Proceeds for
Housing Authority Project and placement on ROPS 14-15A.

The Housing Authority is the Successor Housing Entity to the former El Cajon Redevelopment
Agency housing assets and functions. Through the annual Capital Improvement Plan (“CIP")
process, which is currently underway, the Housing Authority has developed a project to acquire
multi-family property intended to produce, replace or preserve affordable housing units, at risk of
conversion to market rate, for extremely low- and low-income households. With the loss of
redevelopment and ongoing housing revenues, the Housing Authority must leverage several funding
sources, including the use of 2005 Low and Moderate-Income Housing Bond Proceeds (Housing
Bond Proceeds), to allow the project to come to fruition. A copy of the project sheet, “Hsg Auth
Development & Revitalization Activities”, is attached.

In order to utilize the Housing Bond Proceeds, the Housing Authority must request use of funds from
the Successor Agency at least 20 days prior to the deadline for submission of the Recognized
Obligation Payment Schedule (ROPS) to the Oversight Board. Review of requests by the Successor
Agency, Oversight Board and California Department of Finance (DOF) are limited to a determination
that requests are consistent with bond covenants and that there are sufficient funds.

At the end of Fiscal Year 2013-14, the Successor Agency anticipates that the balance of the Low
and Moderate-Income Housing proceeds of the Tax Allocation Refunding Bonds Issue of 2005
(2005 Housing Bond Proceeds) will be approximately $689,617. The Official Statement for the
issuance of these bonds requires that the 2005 Housing Bond Proceeds must be used for projects
benefitting low and moderate income housing.

As the proposed project is intended for the purpose of acquiring property intended to produce,
replace or preserve affordable housing units for extremely low- and low-income households, which
meets the requirements of the bond covenants, and sufficient Housing Bond Proceeds exist, please
include this request on ROPS 14-15A for review and approval by the Oversight Board and DOF.

Attachments:
1. Hsg Auth Development & Revitalization Activities — 5 Year CIP Project Sheet
2. 2005 Low and Moderate-Income Housing Bond Proceeds — Fund Balance
3. Tax Allocation Refunding Bonds Issue of 2005 — Official Statement cover and page 3



Project Category: Economic Development Title: Hsg Auth Development & Revitilization Activities
Project Manager: Assistant City Manager L.ocation: To be determined
Activity and Project Number Project Ranking: Preliminary Cost Est:

HA1501 $4,536,000
Department: _X_ New Project Total Est Exp. as of 6/30/14:
Community Development ____ Prior Year Project None
Description:

This project provides for the acquisition and ongoing management of a multi-family residential complex, to be acquired by the El Cajon
Housing Authority, during FY2014-15, and intended to produce, replace or preserve affordable housing units for extremely low- and low
income households, that are potentially at risk of conversion to market rate, pursant to Senate Bill 341.

Justification:

Prior to the dissolution of the El Cajon Redevelopment Agency effective February 1, 2013, the Housing Authority elected to become the
successor housing entity and accept the transfer of housing assets and functions. Housing Authorities Law provides that the primary
purpose of a Housing Authority is to provide decent, safe and sanitary housing for persons of low income. In addition, Senate Bill 341
(SB 341) that was approved on October 13, 2013, futher deepend the income levels for which successor housing entities must spend
Low and Moderate Income Housing Funds (LMIHAF). This project anticipates the return of two loan receivables from the Laurel Village
Project, which will be reprogrammed for acquisition of the subject or other property.

Project Status and/or Timeline for Project Completion:

As LMIHAF and other funds are returned or reprogrammed by the City and Housing Authority, properties will be identified and
presented to Housing Authority Commissioners for potential acquisition. Use of 2005 Low and Moderate-Income Housing Fund bond
proceeds for acquisition and or rehabilitation will be subject to approval by the Oversight Board and the California Department of
Finance (DOF).

Relationship to General and Community Plans:

This projectis consistent with the General Plan for designation for housing and meets the objectives of both SB 341 and Housing
Authorities Law for the production or preservation of affordable housing units at risk of conversion to market rate.

Operating Budget Effect and Amount:

Project costs to be paid from the return of Low- and Moderate-Income Housing Asset or other funds received by the Housing Authority
or City. Use of 2005 Low- and Moderate Income Housing Bond Proceeds will be subject to approval for use by the Oversight Board and
DOF.

costTs 3014-2015 | 20152016 | 2016.2017 | 2017-2018 | 20182019 Ve YearTotal
Legal Services (8345) 12,000 12,240 12,485 12,734 12,989 62,448
Other Prof/Tech Services (8395) 46,433 47,121 47,824 48,540 49,271 239,189
Interal Prof/Tech Services (8396) 32,711 33,365 34,033 34,713 35,408 170,230
Property Insurance (8516) 10,000 10,200 10,404 10,612 10,824 52,040
Property Taxes (8573) 4,020 4,100 4,182 4,266 4,351 20,920
Rent Expense (8574) 17,216 17,561 17,912 18,270 18,636 89,595
Repairs & Maintenance (8576) 50,000 51,000 52,020 53,060 54,121 260,201
Service Maintenance Contracts (8584) 13,200 13,464 13,733 14,007 14,288 68,692
Utilities (8598) 42,000 42,840 43,697 44 571 45,462 218,570
Land Acquisition (9050) 3,350,000 3,350,000
Construction-Buildings (9060) -
Land Improvements (9055) -
Relocation Costs (9080) -
Other: Contingency 2,420 109 710 227 649 4,115
PROJECT TOTAL: 3,680,000 232,000 237,000 241,000 246,000 4,536,000
Source(s) of Funds:

2005 LMIHAF Bond Proceeds (0295) 689,217 689,217
LMIHAF (298) 2,058,740 2,058,740
HOME Funds (275) 832,043 832,043
Rental Income - 232,000 237,000 241,000 246,000 956,000
FUNDING TOTAL: 3,680,000 232,000 237,000 241,000 246,000 4,536,000




City of El Cajon - Successor Agency
Cash/Fund Balances
as of November 26, 2013

Fund Balances 06/30/2013 (Balance Sheets) per 13

Adjustments to Balance Sheets:
Unspent proceeds from Promissory Note
DDR Restrictions (OFA)
ROPS 13-14ARPTTF

Revenues
Investment Earnings (.25%) - thru June 2014
Unrealized gain (loss)

Total Revenues

Administrative Expenditures
Administrative Expenditures

Capital Project Expenditures
HA1201 - Housing Auth Project #1

Total Expenditures

Ending Balance, 06/30/2014
Balances per Finance Plus as of

Bonds

2005 Bonds
Fund 0295

687,896.80

687,896.80

1,719.74

L7974

689,616.54

688,090.37



Standard & Poor's: "AAA/BBB+"
NEW ISSUE - FULL BOOK-ENTRY (Ambac Insured—See "Ratings" herein)

In the opinion of Bond Counsel, under existing laws, regulations, rulings and judicial decisions, and assuming continuing
compliance with covenants of the El Cajon Redevelopment Agency (the "Agency”) intended to preserve the exclusion from gross
income for federal income tax purposes of interest on the Bonds, interest on the Bonds is excludable from gross income for federal
income tax purposes and is not an item of tax preference for purposes of calculating the federal alternative minimum tax imposed on
individuals and corporations. In the further opinion of Bond Counsel, such interest is also exempt from present State of California
personal income taxes. The difference between the issue price of a Bond (the first price at which a substantial amount of the Bonds
of a maturity is to be sold to the public) and the stated redemption price at maturity is original issue discount. See "TAX
EXEMPTION" herein for a discussion of the effect of certain provisions of the Code on Owners of the Bonds.

$40,000,000
EL CAJON REDEVELOPMENT AGENCY
EL CAJON REDEVELOPMENT PROJECT
TAX ALLOCATION REFUNDING BONDS
ISSUE OF 2005

Dated: Delivery Date Due: October 1, as shown below

The $40,000,000 El Cajon Redevelopment Project, Tax Allocation Refunding Bonds, Issue of 2005 (the "Bonds"™) will be
delivered as fully registered bonds, registered in the name of Cede & Co. as nominee of The Depository Trust Company, New York,
New York ("DTC"), and will be available to ultimate purchasers ("Beneficial Owners") in the denomination of $5,000, or any
integral multiple thereof, under the book-entry system maintained by DTC. Beneficial Owners will not be entitled to receive
delivery of bonds representing their ownership interest in the Bonds. The principal of, premium, if any, and semiannual interest
(due April 1 and October 1 of each year, commencing April 1, 2006) on the Bonds will be payable by The Bank of New York Trust
Company, N.A., Los Angeles, California, as trustee (the "Trustee"), to DTC for subsequent disbursement to DTC participants, so
long as DTC or its nominee remains the registered owner of the Bonds (see "THE BONDS—Book-Entry System" herein).

The Bonds maturing on October 1, 2030 and October 1, 2036 are subject to mandatory redemption from mandatory sinking
account payments, in part by lot, on October 1, 2023 and October 1, 2031, respectively, and on each October 1 thereafter at a
redemption price equal to the principal amount thereof plus accrued interest to the redemption date.

The Bonds maturing on or after October 1, 2015 are subject to optional redemption prior to maturity, in whole or in part, on
October 1, 2014 and on any date thereafter, without premium, as described herein.

The Bonds are being issued (i) to refund the Agency's $35,745,000 El Cajon Redevelopment Project Tax Allocation Refunding
Bonds, Issue of 1997, of which $29,440,000 is currently outstanding (the "1997 Bonds") (ii) finance additional redevelopment
project activities within or for the benefit of the El Cajon Redevelopment Project Area (the "Project Area") of the El Cajon
Redevelopment Agency (the "Agency"), (iii) purchase a surety bond to be held for the benefit of the Bonds in the Reserve Account,
and (iv) pay costs of issuing the Bonds. The Bonds are being issued on a parity basis with the Agency's currently outstanding
$16,000,000 El Cajon Redevelopment Project, Taxable Tax Allocation Refunding Bonds, Issue of 2000 (the "2000 Bonds"), and are
payable from and secured by the Pledged Revenues (as defined herein) to be derived by the Agency from the Project Area. Taxes
levied on the property within the Project Area on that portion of the taxable valuation over and above the taxable valuation of the
base year property roll (Fiscal Year 1970-71 for the original portion of the Project Area and Fiscal Year 1986-87 for the added
portion of the Project Area) to the extent they constitute Pledged Revenues shall be deposited in the Special Fund and administered
by the Trustee for the payment of the principal of and interest on the Bonds and the 2000 Bonds. In addition, payment of the
principal of and interest on the Bonds when due will be insured by a financial guaranty insurance policy to be issued by Ambac
Assurance Corporation ("Ambac Assurance” or the "Bond Insurer") simultaneously with the delivery of the Bonds.

Ambac

This cover page of the Official Statement contains information for quick reference only. It is not a complete summary of the
Bonds. Investors should read the entire Official Statement to obtain information essential to making an informed investment
decision. Attention is hereby directed to certain Risk Factors more fully described herein. The Bonds are being issued for sale to
the El Cajon Public Financing Authority (the "Authority”). The Authority will resell the Bonds to the Underwriter.

The Bonds are not a debt of the City of El Cajon, the State of California or any of its political subdivisions and neither said
City, said State or any of its political subdivisions is liable therefor. The principal of and interest on the Bonds are payable solely
from the Pledged Revenues allocated to the Agency from the Project Area and in the Indenture (as defined herein).

The Bonds are offered when, as and if issued, subject to the approval of Jones Hall, A Professional Law Corporation, San
Francisco, California, Bond Counsel. Certain legal matters will be passed on for the Agency by McDougal, Love, Eckis, Smith,
Boehmer & Foley EI Cajon, California, Agency Counsel and by Quint & Thimmig LLP, San Francisco, California, Disclosure
Counsel. It is anticipated that the Bonds will be available for delivery to DTC in New York, New York on or about August 25, 2005.

225 WEDBUSH MORGAN SECURITIES
The Date of this Official Statement is August 17, 2005.



SOURCES AND USES OF FUNDS

The estimated sources and uses of funds is summarized as follows;

Sources
Principal Amount of Bonds .........cccccvevvievienrireincenineeneeneenn $40,000,000.00
1997 Bonds Special Fund and Accounts .........ccvvevereenennnn. 2,757,631.77
Reoffering Premium.....coceeeceieiiiiineencnccenrcnncee e 37.701.55
TOtAl SOULCES ...vvenveierieierierinietee et eeeese e sensesene $42.795,333.32
Uses
Underwriter's DISCOUNT v.iivvvireiieirieriieeerteee e esrr e svesennnns 316,000.00
Original Issue DiSCoUNt .......cocvvvvvvirieerienenere e 490,092.95
Deposit to Escrow Fund (1) c..covvvevvinieniccinnninincnccincncnn, 30,667,170.77
Deposit to Costs of Issuance Fund (2) .....cecevviecevevvnnnnen. 992,108.23
Deposit to Redevelopment Fund (3) ..ccccceeveninrnevenivincennnen. 10,329.961.37
TOtal USES veeureiieiieeieeie ittt et $42,795,333.32

(1) The Escrow Fund will be funded in an amount necessary to provide for the purchase of
Federal Securities and/or cash necessary for the payment of the principal and interest and
redemption premium on the 1997 Bonds through and including October 1, 2005.

(2) To be used to pay a portion of the fees and expenses of bond counsel, disclosure counsel,
Agency counsel and the Trustee and its counsel, among others, Financial Guaranty
Insurance Policy premium, the Reserve Account Surety Bond premium, printing costs and
other costs of issuance.

(3) Not less than twenty percent (20%) of the net proceeds of the Bonds deposited into the Low
and Moderate Income Housing Fund to be used for projects benefiting low and moderate
income housing.

THE FINANCING PLAN
Refunding of 1997 Bonds

On the Delivery Date, a portion of the proceeds of the Bonds, together with certain other
funds, will be deposited in trust with The Bank of New York Trust Company, N.A., Los
Angeles, California, as escrow holder (the "Escrow Bank™) pursuant to the Indenture and an
escrow deposit and trust agreement dated August 1, 2005, between the Agency and the Escrow
Bank (the "Escrow Agreement").

The deposit will be in an amount sufficient to pay principal, premium and interest on the
1997 Bonds through and including October 1, 2005. The lien of the 1997 Bonds created by the
1997 Indenture, including, without limitation, the pledge of the Pledged Revenues, will be
discharged, terminated and of no further force and effect upon the deposit with the Escrow Bank
of the amounts required pursuant to the Escrow Agreement.

New Financing

A portion of the proceeds of the Bonds will be used to fund redevelopment activities of
the Agency within or for the benefit of the Project Area. At present, the Agency anticipates
using the proceeds of the Bonds for capital improvement projects including but not limited to
road improvements, landscape, under-grounding utilities, intersections and downtown sidewalks.



CITY OF EL CAJON — SUCCESSOR AGENCY

OVERSIGHT BOARD MEMORANDUM

DATE: January 7, 2014
TO: Oversight Board Members
FROM: Jenny Ficacci, Housing Manager

SUBJECT: Department of Finance Determination Letter — ROPS 13-14B

As a result of a Meet and Confer held on November 14, 2013, the Department of Finance
(DOF) issued a determination letter for ROPS 13-14B dated December 17, 2013, and the
net result is as follows:

1. DOF no longer denied legal costs totaling $27,250 to be paid with RPTTF and Other
Funding, but instead requires the Successor Agency to charge legal expenses for
those activities to administration without additional funding;

2. DOF continues to disallow $17,134 in administration costs so not exceed the
administration cap of $250,000 per fiscal year. DOF approved $187,671 for ROPS
13-14A plus the revised amount of $62,329 for ROPS 13-14B, totals $250,000;

3. DOF continues to deny the Promissory Note payment for 100 Fletcher Parkway of
$840,665 at this time;

4. DOF continues to deny $361,020 in demolition costs for 100 Fletcher Parkway; and

5. DOF continues to deny $367,650 in demolition costs for the Civic Center Complex
Revitalization Project.

Based on the December 17, 2013, determination letter, DOF denied a total of $1,611,219
in RPTTF funded expenditures, including Administration, plus $2,500 in “Other”
expenditures, for total denied expenditures of $1,613,719.

{\%ﬁ?’}" %

J nny F CCi

gousug g Mgnager

Attachments:
1. DOF ROPS 13-14B Determination Letter - December 17, 2013
2. DOF Denied Expenditures
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December 17, 2013

Ms. Victoria Danganan, Senior Accountant
City of El Cajon

200 Civic Center Way

El Cajon, CA 92020

Dear Ms. Danganan:_
Subject: Recognized Obligation Payment Schedule

This letter supersedes the California Department of Finance’s (Finance) Recognized Obligation
Payment Schedule (ROPS) letter dated October 30, 2013. Pursuant to Health and Safety Code
(HSC) section 34177 (m), the City of El Cajon Successor Agency (Agency) submitted a
Recognized Obligation Payment Schedule (ROPS 13-14B) to Finance on September 18, 2013,
for the period of January through June 2014. Finance issued a ROPS dstermination letter on
October 30, 2013. Subsequently, the Agency requested a Meet and Confer session on one or
more of the items denied by Finance. The Meet and Confer session was held on November 14,
2013.

Based on a review of additional information and documentation provided to Finance during the
Meet and Confer process, Finance has completed its review of the specific items being
disputed.

o ltem Nos. 62, 66, 70, 75, 82, and 86 — Legal Costs totaling $27,250 funded by RPTTF
(ltem Nos. 62, 66, 70, 82, and 86) and $2,500 funded by Other Funds (ltem No. 75).
Finance no longer denies these items; however, we have determined these are
administrative costs, Per the meet and confer request, the Agency claims these
projected costs are directly associated with the management of the Agency’s projects.
Our review indicates these costs are pursuant to a contract between the City, the
Agency, and MCDougal, Love, Eckis, Boehmer & Foley, a legal firm, entered info on
June 15, 2000 for the City Attorney and other supportive legal staff costs. This
agreement was amended once on June 25, 2008 and again on July 26, 2013 to increase
the benefits and compensation of the attorneys. Per HSC section 34171, administrative
cost allowances shall exclude any litigation expenses related to assets or obligations,
settlements and judgments, and the costs of maintaining assets prior to disposition. The
contract provided by the Agency is not for any of these situations. In addition, while
employee costs associated with work on specific project implementation activities,
including, but not limited fo, construction inspection, project management, or actual
consfruction, shall be considered project-specific costs and shall not constitute
administrative costs, the attorneys are not employees of the Agency but rather
contracted services.
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Claimed administrative costs exceed the allowance by $47,134 ($17,134 + $30,000),
Finance previously determined that the Agency exceeded its administrative cost
allowance by $17,134. We note that this amount is increased to $47,134 due to the
above reclassification. HSC section 34171 (b) limits the fiscal year 2013-2014
administrative expenses to three percent of property tax allocated to the Agency or
$250,000, whichever is greater. The San Diego County Auditor-Controller’s Office
distributed $187,671, thus leaving a balance of $62,329 available for ROPS 13-14B.
Although 109,463 ($79,463 + $30,000) is claimed for administrative cost, only $62,329 is
available pursuant to the cap. Therefore, $47,134 of excess administrative cost is not
allowed. We also note that $2,500 of that amount was not payable with RPTTF;
therefore, the adjustment to the approved RPTTF is $44,634.

In addition, per Finance’s letter dated October 30, 2013, we continue to deny the following items
not contested by the Agency during the Meet and Confer:

Pursua

ltem No. 16 — City of El Cajon Loan Repayment in the amount of $840,665 is not
allowed at this time. The Agency received a Finding of Completion on April 11, 2013.
As such, the Agency may place loan agreements between the former redevelopment
agency and sponsoring entity on the ROPS, as an enforceable obligation, provided the
oversight board makes a finding that the loan was for legitimate redevelopment
purposes per HSC section 34191.4 (b) (1). While ROPS 13-14B falls within fiscal year
2013-14, the repayment of this loan is subject to the repayment formula outlined in HSC
section 34191.4 (b) (2) (A). ‘

HSC section 34191.4 (b) (2) (A) allows this repayment to be equal to one-half of the
increase hetween the ROPS residual pass-through distributed to the taxing entities in
that fiscal year and the ROPS residual pass-through distributed to the taxing entities in
the 2012-13 base year. Since the formula does not allow for estimates, the Agency
must wait until the ROPS residual pass-through distributions are known for fiscal year
2013-14 before requesting funding for this obligation. Therefore, this item is not eligible
for Redevelopment Property Tax Trust Funds (RPTTF) at this time.

Item Nos. 73 and 88 - Disposition Costs totaling $728,670 are not enforceable
obligations. No documentation was provided to support the amounts claimed. In
addition, a Long Range Property Management Plan has not been approved supporting
the necessity of the demolition costs for these properties. Therefore, these items are not
enforceable obligations and are not eligible for RPTTF funding on ROPS 13-14B.

nt to HSC Section 34186 (a), successor égencies were required to report on the ROPS

13-14B form the estimated obligations and actual payments (prior period adjustments) -
associated with the January through June 2013 period. HSC Section 34186 (a) also specifies
that the prior period adjustments self-reported by successor agencies are subject to audit by the

county

auditor-controller (CAC) and the State Controller. The amount of RPTTF approved in

the table below includes the prior period adjustment resulting from the CAC’s audit of the
Agency's self-reported prior period adjustment,



Ms. Victoria Danganan
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Except for items denied in whole or in part as enforceable obligations, Finance is not objecting
to the remaining items listed on your ROPS 13-14B. The Agency’s maximum approved RPTTF
distribution for the reporting period is $1,509,658 as summarized below:

Approved RPTTF Distribution Amount
For the period of January through June 2014

Total RPTTF requested for non-administrative obligations 4,275,964
Total RPTTF requested for administrative obligations : 79,463
Total RPTTF requested for obligations $ 4,355,427
Total RPTTF requested for non-administrative obligations 4,275,964
Denied ltems , ' . :

_ltem No. 16 ' ' 840,665
ltem No. 62* 1,280
ltem No. 66* 1,000
ltem No. 70* 5,000
ltem No. 73 : : : . 361,020
Item No. 82 ' 7,500

- Item No. 86* ' 10,000
ltem No.88 - 367,650

- : ~ 1,594,085
Total RPTTF approved for non-administrative obligations 2,681,879
Total RPTTF allowable for adminlstrative obligations (see Admin Cost Cap
table below) A 62,329
Total RPTTF approved for obligations 2,744,208
ROPS Il prior period adjustment (1,234,550)
Total RPTTF approved for distribution $ 1,509,658

Administrative Cost Cap Calculation

Total RPTTF for 13-14A (July through December 2013) 4,060,555
Total RPTTF for 13-14B (January through June 2014) : 2,681,879
Total RPTTF for 13~14A (July through December 2013) ' 6,742,434
Allowable administrative cost for fiscal year 2013-14 (Greater of 3% or $250,000) 250,000
Administrative allowance for 13-14A (July through December 2013) 187,671
Allowable RPTTF distribution for administrative cost for ROPS 13-14B 62,329

* Reclassified to administrative costs,

Pursuant to HSC section 34177 (1) (1) (E), agencies are required to use all available funding
sources prior to RPTTF for payment of enforceable obligations. Beginning with the

ROPS 13-14B period, Finance required successor agencies to identify fund balances for various
types of funds in its possession. During our ROPS 13-14B review, Finance requested financial
recards to support the fund balances reported by the Agency; however, Finance was unable to
reconcile the financial records to the amounts reported. As a result, Finance will continue to
work with the Agency after the ROPS 13-14B review period to properly identify the Agency’s
fund balances. If it is determined the Agency possesses fund balances that are available to pay
-approved obligations, the Agency should request the use of these fund balances prior to
requesting RPTTF in ROPS 14-15A.
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Please refer to the ROPS 13-14B schedule that was used to calculate the approved RPTTF
amount:

hitp:/lwww.dof.ca.goviredevelopment/ROPS/ROPS 13-14B Forms by Successor Agency/.

This is Finance's final determination related to the enforceable obligations reported on your
ROPS for January 1 through June 30, 2014. This determination applies only o items where
funding was requested for the six month period. Finance’s determination is effective for this
time period only and should not be conclusively relied upon for future periods. All items listed
on a future ROPS are subject to a subsequent review and may be denied even if it was or was
not denied on this ROPS or a preceding ROPS. The only exception is for those items that have
received a Final and Conclusive determination from Finance pursuant to HSC section 34177.5
(). Finance’s review of items that have received a Final and Conclusive determination is limited
to confirming the scheduled payments as requlired by the obligation.

The amount available from the RPTTF is the same as the amount of property tax increment that
was available prior to enactment of ABx1 26 and AB 1484. This amount is not and never was
an unlimited funding source. Therefore, as a practical matter, the ability to fund the items on the
ROPS with property tax is limited to the amount of funding available to the successor agency in
the RPTTF.

To the extent proceeds from bonds issued after December 31, 2010 exist and are not
encumbered by an enforceable obligation pursuant to HSC section 34171 (d),

HSC section 34191.4 (c)(2)(B) requires these proceeds be used to defease the bonds or to
purchase those same oufstanding bonds on the open market for cancellation.

Please direct inquiries to Evelyn Suess, Dispute Resolution Supervisor, or Danielle Brandon,
Analyst, at (916) 445-1546.

Sincerely,

JUSTYN HOWARD
Assistant Program Budget Manager

cc: Ms. Holly Reed-Falk, Financial Operations Manager, City of El Cajon
Mr. Juan Perez, Senior Auditor and Controller Manager, San Diego County
California State Controller's Office



DEPARTMENT OF FINANCE
ROPS 13-14B Determination Letter dated December 17, 2013
Denied Expenditures

Line  Purpose Amt Requested Amt Denied RPTTF  Amt Denied Other Total Denied Amt Revised
16 Promissory Note - 100 Fletcher Pkway $ 840,665 $ (840,665) $ - S (840,665)] S -
62 Legal - Hazmat Park Ballantyne* S 1,250 § (1,250) $ - S (1,250)] $ -
66 legal - Hazmat Prescott Promenade* $ 1,000 $ (1,000) $ - $ {1,000}} $ -
70 Legal - 100 Fletcher Pkway* $ 5,000 $ (5,000} $ - S (5,000)} $ -
73 Demolition - 100 Fletcher Pkway S 361,020 $ (361,020} $ - $ (361,020)] $ -
75 Legal - Johnson Avenue Corridor* $ 2,500 S - $ (2,500} $ (2,500)} $ -
82 Legal - Real Property Asset Mgmt* $ 7,500 S (7,500) $ - S (7,500)] $ -
86 Legal - Civic Center Complex Revitilization Proj* S 10,000 S (10,000) $ - S (10,000)] $ -
88 Demolition - Civic Center Complex Revitilization Proj S 367,650 $ (367,650) $ - S (367,650)} -

§ 1,596,585 § (1,594,085) § (2,500)] § {1,596,585)] $ -
8 Administration S 79,463 S (17,134) $ - S (17,134)] S 62,329
TOTALS $ 1,676,048 $ (1,611,219) $ (2,500 $ (1,613,719)] $ 62,329

*Legai Costs may now be paid out of Administration





