City of Placentia
Meet and Confer
State Department of Finance

Low and Moderate Income Housing Fund
Due Diligence Review

March 13, 2013

City of Placentia Successor Agency
LMIHF DDR Meet and Confer – Wednesday, March 13, 2013
1. Assets held as of June 30, 2012, in the amount of $442,773. Adequate supporting documentation
was not provided to support the allowance for doubtful accounts in the amount of $287,177, and
cash in the amount of $155,596 transferred to the Housing Successor Agency does not meet the
definition of a housing asset per HSC section 34176.

The $287,177 is comprised of two separate amounts: A sum of $70,000 and multiple loans totaling
$217,178 from the former agency’s First Time Homebuyer program (FTHB). The $70,000 has been
traced back to a loan considered in 1997 but never finalized. It appears a request was made to reserve
the funding in an old software system that was carried over to a new software system in 2003 and
carried forward ever since. The City’s external auditing firm recommended its movement to a category
of “allowance for doubtbul accounts.” The $217,178 represents a receivable amount, as of June 30,
2012, for outstanding first time homebuyer loans. The FTHB program ceased over ten years ago and
the external auditor recommended the receivable’s movement to a category of “allowance for doubtbul
accounts.” Of the eleven outstanding loans, one is known to be unrecoverable and three are doubtful
at this time. The loans are housing assets as defined per HSC §34176 since they are loans
receivables, funded from the Low and Moderate Income Housing Fund. The City was following the
recommendation of an external auditing firm in reporting these doubtful accounts. These receivables,
whether doubtful or not, should be treated as any other receivable of the Low and Moderate Income
Housing Fund under HSC §34176 (e) (3) and per HSC §34176 (a) (1) be transferred to the City as the
housing successor agency.
The $155,596 is neither cash nor an asset. It is an accounting transaction to reclassify activity from the
old low and moderate income housing account to the new low and moderate income housing account
at year end due to delayed implementation of a new account in our financial software system.
2. Sale of property located at 913 Bradford Avenue in the amount of $285,000. The former
redevelopment agency (RDA) entered into a Disposition and Development Agreement with
Homeless Intervention and Shelter House, and on January 30, 2012, the former RDA finalized the
sale agreement and conveyed a deed of trust. Per HSC section 34163 (a), an agency is prohibited
from entering into agreements with any entity after June 27, 2011. Therefore, the sale of property
is disallowed.

913 Bradford Avenue was purchased by the former agency in 2001 and subsequently leased to
Homeless Intervention and Shelter House (HIS House) as a transitional homeless shelter in 2002. On
May 4, 2010 the former agency approved a Disposition and Development Agreement with HIS House in
order to transfer the property as deed restricted for fifty-five years for use as a transitional homeless
shelter. The final signing of all the documents was delayed until February 2012 to allow for the
completion of a major street intersection improvement project which required an actual take of a portion
of the subject property. Both the City and HIS House determined that until the portion of the property
needed for the project was properly recorded the formal purchase of the property should be delayed.
Regardless of when the property was sold, had the property transferred to the City, as the successor
housing agency, by law on February 1, 2012 and the City, as successor housing agency, sold it to the
same party that day, this transaction would not be an issue. The disallowed transfer does not create a
cash or cash equivalent, which is the purpose of the Due Diligence Review, that can be distributed to
other taxing entities.
3. Request to retain funding in the amount of $160,802. The Agency requested $5,000 LMIHF during
the Recognized Obligation Payment Schedule (ROPS) for the period of July 1,2012 to December
31, 2012; however, the Agency requested Redevelopment Property Tax Trust Funds during the
ROPS for the period January 1,2013 to June 30, 2013, not LMIHF. Therefore, the request to retain
the remaining amount, $155,802, is disallowed.

The $160,802 was errantly attributed to the LMIHF for Procedure 9 of the DDR. The accounting firm
has revised this and provided the City with new draft DDRs.
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MEET AND CONFER REQUEST FORM
Instructions: Please fill out this form in its entirety to initiate a Meet and Confer session. Additional supporting
documents may be included with the submittal of this form—as justification for the disputed item(s). Upon
completion, email a PDF version of this document (including any attachments) to:
Redevelopment_Administration@dof.ca.gov
The subject line should state “[Agency Name] Request to Meet and Confer”. Upon receipt and determination
that the request is valid and complete, the Department of Finance (Finance) will contact the requesting agency
within ten business days to schedule a date and time for the Meet and Confer session.
To be valid, all Meet and Confer requests must be specifically related to a determination made by Finance and
submitted within the required statutory time frame. The requirements are as follows:
•
•
•

Housing Asset Transfer Meet and Confer requests must be made within five business days of the date
of Finance’s determination letter per HSC Section 34176 (a) (2).
Due Diligence Review Meet and Confer requests must be made within five business days of the date of
Finance’s determination letter, and no later than November 16, 2012 for the Low and Moderate Income
Housing Fund due diligence review per HSC Section 34179.6 (e).
Recognized Obligation Payment Schedule (ROPS) Meet and Confer requests must be made within
five business days of the date of Finance’s determination letter per HSC Section 34177 (m).

Agencies should become familiar with the Meet and Confer Guidelines located on Finance’s website. Failure to
follow these guidelines could result in termination of the Meet and Confer session. Questions related to the
Meet and Confer process should be directed to Finance’s Dispute Resolution Coordinator at (916) 445-1546 or
by email to Redevelopment_Administration@dof.ca.gov.

AGENCY (SELECT ONE):
Successor Agency

Housing Entity

AGENCY NAME: City of Placentia

TYPE OF MEET AND CONFER REQUESTED (SELECT ONE):
Housing Assets Transfers

Due Diligence Reviews

ROPS Period

DATE OF FINANCE’S DETERMINATION LETTER: February 21, 2013

REQUESTED FORMAT OF MEET AND CONFER SESSION (SELECT ONE):
Meeting at Finance

Conference Call
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DETAIL OF REQUEST
A.

Summary of Disputed Issue(s) (Must be specific.)

The City of Placentia, acting as the Successor Agency and the housing successor agency, disagree with the
adjustments made to the Low and Moderate Income Housing Fund Due Diligence Review (DDR) as transmitted via letter
from the Department of Finance (DOF) on February 21, 2013 and signed by Mr. Steve Szalay. Specifically, the following
three items are disagreed with:
• Assets held as of June 30, 2012, in the amount of $442,773. Adequate supporting documentation was not provided
to support the allowance for doubtful accounts in the amount of $287,177, and cash in the amount of $155,596 transferred
to the Housing Successor Agency does not meet the definition of a housing asset per HSC section 34176. [Hereinafter
referred to as Item 1]
• Sale of property located at 913 Bradford Avenue in the amount of $285,000. The former redevelopment agency
(RDA) entered into a Disposition and Development Agreement with Homeless Intervention and Shelter House, and on
January 30, 2012, the former RDA finalized the sale agreement and conveyed a deed of trust. Per HSC section 34163 (a),
an agency is prohibited from entering into agreements with any entity after June 27, 2011. Therefore, the sale of property is
disallowed. [Hereinafter referred to as Item 2]
• Request to retain funding in the amount of $160,802. The Agency requested $5,000 LMIHF during the Recognized
Obligation Payment Schedule (ROPS) for the period of July 1,2012 to December 31, 2012; however, the Agency requested
Redevelopment Property Tax Trust Funds during the ROPS for the period January 1,2013 to June 30, 2013, not LMIHF.
Therefore, the request to retain the remaining amount, $155,802, is disallowed. [Hereinafter referred to as Item 3]
The City of Placentia believes DOF’s determination is wrong on all three items related to the facts of the above cases
and the law.

B.

Background/History (Provide relevant background/history, if applicable.)
As described in emails and the transmission of the DDR to DOF, specifically in an email dated
September 27, 2012, the City was having difficulties securing the services of an authorized accounting
firm to conduct the DDR. It was not until October 15, 2012 at which time the City entered into a
contract with the Orange County Auditor-Controller authorized accounting firm of Pun & McGeady.
The two required DDRs were transmitted accordingly on January 28, 2013.
Item 1
DOF is disallowing assets held as of June 30, 2012 in the amount of $442,773. Of this amount,
$287,177 is a “receivable” and $155,596 is identified by DOF as “cash” based on interpretation of the
General Ledger statements provided as backup to the DOF on request.
The $287,177 is an amount identified in the DDR on page 11 under Procedure 7 results. The
$287,177 is comprised of two separate amounts: A sum of $70,000 and multiple loans totaling
$217,178 from the former agency’s First Time Homebuyer program.
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The $217,178 amount is detailed on the City’s Financial Statements for the year ended June 30,
2012 as Note 4 – Loans Receivable on page 51. The former agency’s First Time Homebuyer program
ceased to issue such loans around 2002. The loans were up to $25,000 and were a deferred payment,
simple 3% interest down payment assistance provided to eligible homebuyers. The loan agreements
stipulate that upon sale or transfer prior to the termination of the loan that repayment is required. Over
the course of the years since 2002, some loans have been paid off or subordinated. At this time, the
outstanding loan portfolio contains eleven (11) files, three (3) of which are questionable as to the
ownership of the property (Staff is reviewing) and one (1) which was confirmed to have lost their house
and the former agency did not or was unable to make a claim on the amount owed. However, based
on the length of time that the loans were held as receivables on the former agency’s financials, it was
suggested by the City’s external auditor to move the balance to a category of “allowance for doubtful
accounts” and accordingly the amount was recognized as such in the audited financials and reported in
the DDR.
The $70,000 amount was a figure that appeared on the City’s financial software system as a “BAL
FWD @ 6-30-03.” This represents the change over from the City’s former financial software system.
No other financial records exist at this time regarding that amount. From a review of historical records,
to include former agency minutes, an amount matching the $70,000 was proposed as part of low and
moderate income loan package for a Home Owner’s Association improvement project around 1997.
No other $70,000 amount matched any former agency action regarding loans. The proposed project
was approved by the former agency board on October 21, 1997; however, after two years there was
evidence in the file that the project was not commenced and therefore cancelled. At this point in time,
it is assumed that the $70,000 amount was recorded as a receivable when the project was first
approved, potentially as a means to reserve the amount for the proposed use (the City uses a
purchase request system to encumber funds and thereby reserve them in the financial software
system). Due to Staff change over and the length of time the project lapsed, it is believed the $70,000
remained on the books during the financial software system change over in 2003 and every year since.
Based on lack of records regarding this amount, to include any loan document or grant deed, it was
recommended to place this amount into a category of “allowance for doubtful accounts.”
If any of the amounts within “allowance for doubtful accounts” were to be received by the City as
successor housing agency, they would be deposited into the low and moderate income housing fund.
The re-classification of the funds into an “allowance for doubtful accounts” does not transfer the funds
from housing to non-housing. More importantly, as required by the procedure for HSC §
34179.5(c)(5)(C), the amounts are considered “not liquid or otherwise available for distribution”
because they are long term receivables. Based on age of the loans and/or the questionable nature of
whether they will be repaid, they have been re-classified to a “allowance for doubtful accounts.” Had
the $287,177 been a receivable with more certainty to their being received, they would have not been
re-classified as such and would have been transferred to the housing successor agency as a
receivable.
The remaining amount, $155,596 is identified by DOF as “cash” based on interpretation of the
General Ledger statements provided as backup to the DOF as requested. The amount identified is not
cash, but is rather the sum of activity in the former low and moderate income housing fund that was reclassified to the new low and moderate income housing fund. As of February 1, 2012 the City’s
Finance Department had not yet revised our financial software system to set up the new accounts;
however, the City maintained an accurate accounting of activity and prior to closing out the Fiscal Year,
re-classified the amounts since February 1, 2012 to the new account. Accordingly, the $155,596 is not
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cash. It is an accounting transaction to reclassify activity from the old low and moderate income
housing account to the new low and moderate income housing account.
Item 2
DOF is disallowing the sale of a property (913 Bradford Avenue) due to the contention that the
former agency entered into the agreement after June 27, 2011.
913 Bradford Avenue was purchased by the former agency in 2001 and subsequently leased to HIS
House as a transitional homeless shelter in 2002. On May 4, 2010 the former agency approved a
Disposition and Development Agreement with HIS House in order to transfer the property as deed
restricted for fifty-five years for use as a transitional homeless shelter. The final signing of all the
documents was delayed until February 2012 due to the City attempting to complete a street
intersection improvement project, which received Safe Route to School funds to complete. That
project required a taking of the front 20 feet from the property at 913 Bradford (and adjoining
properties) and therefore the transfer of the property was delayed with the project so that City took the
agency property instead of private property. The City also rebuilt the garage of the property due to
slope reconfiguration. By the time the street project was completed, City Staff had to work with a new
Board of Directors for the non-profit HIS House and their parent church to fully understand the scope of
the DDA.
Disallowing the transfer of this property does not create “cash or cash equivalent” of $285,000 to be
distributed to other taxing entities. It creates an asset that under §34179.5 (c)(5)(C) is to be included
on an itemized statement as a housing asset. It would effectively force the transfer of the house back
to the Successor Agency which would be required by law to transfer it to the City as the housing
successor agency which would in turn initiate and complete the sell to the same non-profit homeless
provider – exactly what is being disallowed by DOF.
Item 3
DOF is disallowing $155,802 for unknown reasons. The DOF letter states: “Request to retain
funding in the amount of $160,802. The Agency requested $5,000 LMIHF during the Recognized
Obligation Payment Schedule (ROPS) for the period of July 1,2012 to December 31, 2012; however,
the Agency requested Redevelopment Property Tax Trust Funds (RPTTF) during the ROPS for the
period January 1,2013 to June 30, 2013, not LMIHF. Therefore, the request to retain the remaining
amount, $155,802, is disallowed.”
The amount $160,802 is identified in the DDR in Exhibit C, which is used for Procedure 9 on page
16 of the DDR in satisfaction of HSC § 34179.,5(c)(5)(E). That amount includes $12,000 over the
course of ROPS II and ROPS III represented as line item 12 on both ROPS. The $148,802 is the
principal and interest payments for the 2002 Series A Housing Bonds.
It is not clear what DOF is stating when it says, “The Agency requested $5,000 LMIHF during the
Recognized Obligation Payment Schedule (ROPS) for the period of July 1,2012 to December 31,
2012; however, the Agency requested Redevelopment Property Tax Trust Funds during the ROPS for
the period January 1, 2013 to June 30, 2013, not LMIHF.”
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The City is unclear on this disallowance because the ROPS for July 1, 2012 to December 31, 2012
does not list any funds requested from LMIHF. Further, the $148,802 is to cover bond payments which
are an enforceable obligation and payable from the RPTTF.

C.

Justification (Provide additional attachments to this form, as necessary.)

The City of Placentia, as the Successor Agency and housing successor agency, does not believe that the Department
of Finance thoroughly reviewed the provided material and circumstances for each item which they have disallowed.
While we understand and sympathize with the amount of review which is required under the short timelines and
requirements of Assembly Bill 1484, we believe a discussion of each item disallowed is warranted in and necessary in
order to uphold the intent of the dissolution process.
Item 1
The disallowances for Item 1 were made based on not reviewing the facts of the case and, as such, led to a
misapplication of the law.
HSC §34176 (e) (3) states that a housing asset is: “Any loan or grant receivable, funded from the Low and Moderate
Income Housing Fund, from homebuyers, homeowners, nonprofit or for-profit developers, and other parties that require
occupancy by persons of low or moderate income as defined by the Community Redevelopment Law (Part 1
(commencing with Section 33000)).”
The loans that make up the $287,177 receivable that was moved into a category of “allowance for doubtful accounts”
are housing assets as defined per HSC §34176 since they are loan receivables, funded from the Low and Moderate
Income Housing Fund. The City was following the recommendation of their external auditing firm to complete the
audited financial statements. These receivables, whether doubtful or not, should be considered as any other
receivable of the Low and Moderate Income Housing Fund under HSC §34176 (e) (3) and per HSC §34176 (a) (1) be
transferred to the City as the housing successor agency.
The disallowance for the remaining balance of $155,596 appears to be from a misunderstanding of the steps the City’s
Finance Department took to bring our financial systems fully into compliance with the letter of AB 26x1. The $155,596
represented those enforceable obligations that were dutifully paid from 2/1/2012 to 6/30/2012 but coded to the former
low and moderate housing fund within the City’s financial software system and re-classified prior to the Fiscal Year end
to the new low and moderate income fund for the housing successor agency.
The following new attachments are included with this form:
Item 1 – 155k GL transaction
Item 1 – Cinnamon Tree 70k
Item 1 – Cinnamon Tree 70k b
Item 1 – FTHB file names and notes
Item 1 – Note 4 – Loans Receivable Financial Statements
The City of Placentia is able to, and reserves the right, to provide pdf copies of actual loan documents at DOF request.
Item 2
The disallowance for Item 2 was made based on not reviewing the facts of the case and, as such, led to a
misapplication of the law.
The property at 913 Bradford was purchased by the former redevelopment agency using Low and Moderate Income
Housing Funds in 2001. The former agency Board of Directors approved a Disposition and Development Agreement to
sell the property for continued affordable housing opportunities on May 10, 2010. The delay from a street project
delayed the ultimate transfer of the property and created a situation where date of the final documents, not the original
approval, was beyond the June 27, 2011 date. Had the property transferred to the City as the successor housing
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agency as by law on February 1, 2012 and the City as successor housing agency sold it to the same party that day, this
would not be a question. The disallowed transfer does not create a cash or cash equivalent, which is the purpose of
the Due Diligence Review, that can be distributed to other taxing entities.
The following new attachments are included with this form:
Item 2 – 913 Grant Deed
The City of Placentia is able to, and reserves the right, to provide pdf copies of other documents at DOF request

Item 3
The disallowance for Item 3 was made based on not reviewing the facts of the case and, as such, led to a
misapplication of the law.
As was established in the Background/History, $148,802 is the principal and interest payments for the 2002 Series A
Housing Bonds. This bond issue is an enforceable obligation and is paid out of the Redevelopment Property Tax Trust
Fund. Based on the explanation in the DOF letter of February 21, 2013 the City is unable to determine reasoning for
the disallowance of bond payments and, further, cannot reconcile the amount of $5,000 as stated in the letter and
therefore reserves the right to provide more documentation for the allowance of the full amount of $160,802.
The City of Placentia is able to, and reserves the right, to provide copies of actual documents at DOF request related to
this item; however, at the time of submitting this form it was not clear as to why DOF disallowed this amount.
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Agency Contact Information
Name:

Ken Domer

Title:

Asstnt City Administrator

Phone:

714-993-8242

Email:

Date:

Troy L. Butzlaff

Name:

Title:

714-993-8186

Phone:

kdomer@placentia.org
tbutzlaff@placentia.org

City Administrator

Email:

February 28, 2013

Date:

February 28, 2013

Department of Finance Local Government Unit Use Only
REQUEST TO MEET AND CONFER DATE:
REQUEST APPROVED/DENIED BY:

APPROVED

DENIED

___________________________

DATE:

_________________________

MEET AND CONFER DATE/TIME/LOCATION: _____________________________________________________
MEET AND CONFER SESSION CONFIRMED:
DENIAL NOTICE PROVIDED:

YES

YES

DATE CONFIRMED: ____________________________

DATE AGENCY NOTIFIED: ________________________________

Form DF-MC (Revised 9/10/12)
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..

~

93/41

**

Total loans on list: $249,925
Loans on list verified paid off: $25,000
Resulting loans: $224,925
Questionable loans: $68,750

Walker, Dorothy
00/24
** verified same owner on loan documents

**

92/02

**

92/19

Romero, Robert

Stratton, Lourene
Vasquez, Teresa
& LUIS ANTONIO

00/20

92/30

Lopez, Elma

**

97/09

Kelly, Rhonda & Harvey, Dwight

Linden, Dionne P. TRUST

92/01

Grodeman, Martha

97/10

**

92/12

92/37

**

ID

Garcia, Paul & Sonia

Alan
. Boldman,
Cooper, Larry & Barbara

Name

City of Placentia
(Housing Successor Agency)
List of First Time Home Buyer Loans

Property Address

Still residing at property. Income verification in process.

Notes

$17,250

$25,000

$21,000

$25,000

$18,750

$25,000

$25,000

$17,925

Still residing at property. Income verification in process.

Still residing at property. Subordinated 2011

Still residing at property. Income verification in process.
Clerk Recorder shows reconveyance of original (first) loan on
7/7/05. No record of payout for Agency. Evidence suggests
loan is unrecoverable and is a write-off.
BK and all debts discharged in 9/4/97. Home foreclosed.
Loan is unrecoverable and is a write-off

Paid Off.

Still residing at property. Income verification in process.

Item 1 - FTHB file names and notes
Placentia Successor Agency Meet and Confer LMIHF DDR

212 S. Kraemer #308 Still residing at property. Income verification in process.

229 Bradford

1505 Prospect

315-C S. Van Buren

212 S. Kraemer

532 Del Rey Drive

519 Valley Forge Dr

1301 N. Kraemer

$25,000 e.i siding at property. Income verification in process.
Notice of Default from primary lender filed on 11/26/97.
313 Moonbeam
Trustee sale in 1998. Evidence suggests loan is
$25,000
unrecoverable and is a write-off.

$25,000 

Loan
Amount

Loan documents submitted to DOF removed for public posting
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Successor Agency to the
Redevelopment Agency of the
City of Placentia
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7-

Placentia, California
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Independent Accountant’s Report on
Applying Agreed-Upon Procedures relating to
the Due Diligence Review in accordance with AB 1484
applied to the Low and Moderate Income Housing Fund
For the year ended June 30, 2012
(As Revised)
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Successor Agency to the
Redevelopment Agency of the City of Placentia
Table of Contents
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INDEPENDENT ACCOUNTANT’S REPORT ON
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ATTACHMENT A – AGREED-UPON PROCEDURES AND RESULTS.............................................. 2-17
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EXHIBITS
Exhibit A – Housing Asset Transfer Form
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Exhibit B – Department of Finance Review of Housing Asset Transfer Form

7-

Exhibit C – Summary of Balances Available for Allocation
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Exhibit D – Management Representation Letter
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9 Corporate Park
Suite 130
Irvine, California 92606
Phone: (949) 777-8800
Fax: (949) 777-8850
www.pm-llp.com

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

To the Oversight Board of the
Successor Agency to the Redevelopment Agency of the City of Placentia
Placentia, California

7-

20

13

We have performed the required agreed-upon procedures (“AUP”) enumerated in Attachment A, which
were agreed to by the California State Controller’s Office and the California State Department of Finance,
solely to assist the Oversight Board of the Successor Agency to the Redevelopment Agency of the City of
Placentia (“Successor Agency”) to determine that the dissolved Redevelopment Agency of the City of
Placentia (“Agency”) is complying with its statutory requirements with respect to Assembly Bill (“AB”)
1484. Management of the Successor Agency is responsible for the accounting records pertaining to
statutory compliance pursuant to California Health and Safety Code section 34179.5(c)(1) through
34179.5(c)(6).

3-

These procedures only applied to the Low and Moderate Income Housing Fund, not the Successor
Agency of the Redevelopment Agency of the City of Placentia as a whole.

D
R

AF

T

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in the report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose.
We were not engaged to and did not conduct an audit, the objective of which would be the expression of
an opinion as to the appropriateness of the financial information summarized in Exhibits, as listed in the
table of contents. Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to you.
This report is intended solely for the information and use of the Successor Agency, the Agency, the
California State Controller’s Office and the California State Department of Finance, and 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.

Irvine, California
January 7, 2013
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ATTACHMENT A – AGREED-UPON PROCEDURES AND RESULTS
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Successor Agency to the Redevelopment Agency of the City of Placentia
Agreed Upon Procedures – AB 1484 Due Diligence Review
Low and Moderate Income Housing Fund
Page 3
Citation:
34179.5(c)(1) The dollar value of assets transferred from the former redevelopment agency to the successor agency on
or about February 1, 2012.
Procedures Performed:

13

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

20

Results:

7-

On February 1, 2012, the dollar value of assets of the Low and Moderate Income Housing Fund of the
City of Placentia that were transferred to the Successor Housing Agency was as follows:

3-

ASSETS

Restricted cash and investments

$

288,454
386,986

Land

460,000

T

Loans receivable

$

1,135,440

AF

Total

D
R

Note: The dollar value of the assets of the Successor Agency of the Redevelopment Agency of the City of
Placentia are excluded from the above schedule.
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Citation:
34179.5(c)(2) The dollar value of assets and cash and cash equivalents transferred after January 1, 2011, through June
30, 2012, by the redevelopment agency or the successor agency to the city, county, or city and county that formed the
redevelopment agency and the purpose of each transfer. The review shall provide documentation of any enforceable
obligation that required the transfer.
Procedures Performed:

13

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

Results:

D
R

AF

T

3-

7-

20

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods and
services) from the former redevelopment agency to the city, county, or city and county that formed
the redevelopment agency for the period from January 1, 2011 through January 31, 2012. For each
transfer, the Successor Agency should describe the purpose of the transfer and describe in what
sense the transfer was required by one of the Agency’s enforceable obligations or other legal
requirements. Provide this listing as an attachment to the AUP report.
B. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods and
services) from the Successor Agency to the city, county, or city and county that formed the
redevelopment agency for the period from February 1, 2012 through June 30, 2012. For each transfer,
the Successor Agency should describe the purpose of the transfer and describe in what sense the
transfer was required by one of the Agency’s enforceable obligations or other legal requirements.
Provide this listing as an attachment to the AUP report.
C. For each transfer, obtain the legal document that formed the basis for the enforceable obligation that
required any transfer. Note in the AUP report the absence of any such legal document or the
absence of language in the document that required the transfer.

There were no transfers from the former Low Moderate Housing Fund to the City for the period from
January 1, 2011 through January 31, 2012. Therefore, these procedures are not applicable for this time
period.
See Exhibit A for the Housing Asset Transfer Form.
On September 5, 2012, the Successor Housing Agency received a letter from the Department of Finance
(Exhibit B) stating that the review of the Housing Asset Transfer Form was completed, and the result
was that based on a sample of line items reviewed and the application of law, the Department of
Finance did not object to any of the assets or transfers of assets identified on the form submitted. Exhibit
A (Real Property) agreed to the amount transferred, $1,948,103. Exhibit D (Loans/Grants Receivable)
totaled to $313,625, which did not agree to the amount transferred of $386,986.
The Successor Agency nor the City completed the Asset Transfer Form based on legal counsel’s advice
that there was no legal requirement to submit the form.
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Citation:
34179.5(c)(3) The dollar value of any cash or cash equivalents transferred after January 1, 2011, through June 30,
2012, by the redevelopment agency or the successor agency to any other public agency or private party and the purpose
of each transfer. The review shall provide documentation of any enforceable obligation that required the transfer.
Procedures Performed:

13

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

Results:

D
R

AF

T

3-

7-

20

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods and
services) from the former redevelopment agency to any other public agency or to private parties for
the period from January 1, 2011 through January 31, 2012. For each transfer, the Successor Agency
should describe the purpose of the transfer and describe in what sense the transfer was required by
one of the Agency’s enforceable obligations or other legal requirements. Provide this listing as an
attachment to the AUP report.
B. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods and
services) from the Successor Agency to any other public agency or private parties for the period
from February 1, 2012 through June 30, 2012. For each transfer, the Successor Agency should
describe the purpose of the transfer and describe in what sense the transfer was required by one of
the Agency’s enforceable obligations or other legal requirements. Provide this listing as an
attachment to the AUP report.
C. For each transfer, obtain the legal document that formed the basis for the enforceable obligation that
required any transfer. Note in the AUP report the absence of any such legal document or the
absence of language in the document that required the transfer.

The State Controller’s Office has not completed its review of transfers required under those sections.
On May 4, 2010, the Redevelopment Agency Board approved the sale of the land located at 913
Bradford Avenue and for City management to enter into a Disposition and Development Agreement
with a non-profit organization that provides affordable housing. Due to a delay in public street
improvements that required improvements to the subject property, on January 30, 2012, the
Redevelopment Agency finalized the sale agreement for $285,000, a note receivable of $180,000, and
conveyed a deed of trust. Net proceeds were cash of approximately $102,000 and the note receivable.
The cash proceeds were received in May 2012 and traced to the general ledger. However, the note
receivable was not recognized in the general ledger. As a result, the note receivable was not included in
the listing of assets as of January 31 nor June 30, 2012.
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Citation:
34179.5(c)(4) The review shall provide expenditure and revenue accounting information and identify transfers and
funding sources for the 2010–11 and 2011–12 fiscal years that reconciles balances, assets, and liabilities of the
successor agency on June 30, 2012 to those reported to the Controller for the 2009–10 fiscal year.
Procedures Performed:
4. Perform the following procedures:

AF

Results:

T

3-

7-

20

13

A. Obtain from the Successor Agency a summary of the financial transactions of the Redevelopment
Agency and the Successor Agency in the format set forth in the attached schedule for the fiscal
periods indicated in the schedule. For purposes of this summary, the financial transactions should
be presented using the modified accrual basis of accounting. End of year balances for capital assets
(in total) and long-term liabilities (in total) should be presented at the bottom of this summary
schedule for information purposes.
B. Ascertain that for each period presented, the total of revenues, expenditures, and transfers accounts
fully for the changes in equity from the previous fiscal period.
C. Compare amounts in the schedule relevant to the fiscal year ended June 30, 2010 to the state
controller’s report filed for the Redevelopment Agency for that period.
D. Compare amounts in the schedule for the other fiscal periods presented to account balances in the
accounting records or other supporting schedules. Describe in the report the type of support
provided for each fiscal period.

D
R

Because these procedures required by Section 34179.5(c)(4) pertain to the Successor Agency as a whole,
these procedures will be addressed in the report that is due on December 15, 2012.
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Citation:
34179.5(c)(5) A separate accounting for the balance for the Low and Moderate Income Housing Fund for all other
funds and accounts combined shall be made as follows:
(A) A statement of the total value of each fund as of June 30, 2012
Procedures Performed:

3-

7-

20

13

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

AF

T

At June 30, 2012, a summary of assets held by the Housing Authority is as follows:

ASSETS

D
R

Cash and investments
Restricted cash and investments

$

Loans receivable
Allowance for doubtful accounts
Land
Total

775
224,880
383,236
(287,177)
1,948,103

$

2,269,817
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Citation:
34179.5(c)(5)(B) An itemized statement listing any amounts that are legally restricted as to purpose and cannot be
provided to taxing entities. This could include the proceeds of any bonds, grant funds, or funds provided by other
governmental entities that place conditions on their use.
Procedures Performed:
6. Obtain from the Successor Agency a listing of asset balances held on June 30, 2012 that are restricted for
the following purposes:

3-

7-

20

13

A. Unspent bond proceeds:
i. Obtain the Successor Agency’s computation of the restricted balances (e.g., total proceeds less
eligible project expenditures, amounts set aside for debt service payments, etc.)
ii. Trace individual components of this computation to related account balances in the accounting
records, or to other supporting documentation (specify in the AUP report a description of such
documentation).
iii. Obtain from the Successor Agency a copy of the legal document that sets forth the restriction
pertaining to these balances. Note in the AUP report the absence of language restricting the use
of the balances that were identified by the Successor Agency as restricted.
Results:

AF

T

At June 30, 2012, there were unspent bond proceeds of $224,880 held by trustees represented legally
restricted reserves for debt and interest payments.

D
R

B. Grant proceeds and program income that are restricted by third parties:
i. Obtain the Successor Agency’s computation of the restricted balances (e.g., total proceeds less
eligible project expenditures).
ii. Trace individual components of this computation to related account balances in the accounting
records, or to other supporting documentation (specify in the AUP report a description of such
documentation).
iii. Obtain from the Successor Agency a copy of the grant agreement that sets forth the restriction
pertaining to these balances. Note in the AUP report the absence of language restricting the use
of the balances that were identified by the Successor Agency as restricted.
Results:
There were no grant proceeds and program income that are restricted by third parties at June 30,
2012. Therefore, these procedures are not applicable.
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C. Other assets considered to be legally restricted:
i. Obtain the Successor Agency’s computation of the restricted balances (e.g., total proceeds less
eligible project expenditures).
ii. Trace individual components of this computation to related account balances in the accounting
records, or to other supporting documentation (specify in the AUP report a description of such
documentation).
iii. Obtain from the Successor Agency a copy of the legal document that sets forth the restriction
pertaining to these balances. Note in the AUP report the absence of language restricting the use
of the balances that were identified by Successor the Agency as restricted.
Results:

13

There were no other assets legally restricted at June 30, 2012. Therefore, this procedure was not
applicable.

7-

20

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

3-

Results:

The asset balances held on June 30, 2012 considered to be legally restricted are as follows.

T

Amount

AF

Restricted cash and investments

$

224,880 (1)

Restriction
2002 Tax Allocation Bonds Series A

224,880

D
R

(1) The restricted monies held by trustee pertaining to the 2002 Tax Allocation Bonds Series A
are held by the US Bank in a Reserve Fund to ensure bond payments. Per the Bond
Indenture, an amount must remain on deposit in the Reserve Fund for future bonds
principal and interest payments. These restrictions are in effect until such time as the bonds
are repaid in full. The restricted monies held by the trustee were traced and agreed to US
Bank statements and the restriction on usage was agreed to the Bond Indenture.
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Citation:
34179.5(c)(5)(C) An itemized statement of the values of any assets that are not cash or cash equivalents. This may
include physical assets, land, records, and equipment. For the purpose of this accounting, physical assets may be
valued at purchase cost or at any recently estimated market value. The statement shall list separately housing-related
assets.
Procedures Performed:
7. Perform the following procedures:

A. Obtain from the Successor Agency a listing of assets as of June 30, 2012 that are not liquid or

20

13

otherwise available for distribution (such as capital assets, land held for resale, long-term
receivables, etc.) and ascertain if the values are listed at either purchase cost (based on book value
reflected in the accounting records of the Successor Agency) or market value as recently estimated
by the Successor Agency.

7-

Results:
Loans receivable

$

Land

3-

Allowance for doubtful accounts

(287,177) (1)
1,948,103

$

2,044,162

T

Total

383,236

D
R

AF

(1) The Successor Housing Agency Fund had loans receivable of $383,236. However, a complete
detailed listing that agreed to that amount was not available. Due to the lack of supporting
documentation, an allowance for doubtful accounts was recognized for $287,177. As a result, net
loans receivable was $96,059, and represented one loan to a business owner.

B. If the assets listed at 7(A) are listed at purchase cost, trace the amounts to a previously audited
financial statement (or to the accounting records of the Successor Agency) and note any differences.
Results:
The amount was agreed to the Bi-Tech accounting system trial balance.

C. For any differences noted in 7(B), inspect evidence of disposal of the asset and ascertain that the
proceeds were deposited into the Successor Agency trust fund. If the differences are due to
additions (this generally is not expected to occur), inspect the supporting documentation and note
the circumstances.
Results:
There was no difference noted.
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D. If the assets listed at 7(A) are listed at recently estimated market value, inspect the evidence (if any)
supporting the value and note the methodology used. If no evidence is available to support the
value and\or methodology, note the lack of evidence.
Results:

D
R

AF

T

3-

7-

20

13

The loans are recognized at historical cost, not an estimated market value. Therefore, this
procedure is not applicable.
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Citation:
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34179.5(c)(5)(D) An itemized listing of any current balances that are legally or contractually dedicated or restricted
for the funding of an enforceable obligation that identifies the nature of the dedication or restriction and the specific
enforceable obligation. In addition, the successor agency shall provide a listing of all approved enforceable obligations
that includes a projection of annual spending requirements to satisfy each obligation and a projection of annual
revenues available to fund those requirements. If a review finds that future revenues together with dedicated or
restricted balances are insufficient to fund future obligations and thus retention of current balances is required, it shall
identify the amount of current balances necessary for retention. The review shall also detail the projected property tax
revenues and other general purpose revenues to be received by the successor agency, together with both the amount
and timing of the bond debt service payments of the successor agency, for the period in which the oversight board
anticipates the successor agency will have insufficient property tax revenue to pay the specified obligations.
Procedures Performed:

20

8. Perform the following procedures:

A. If the Successor Agency believes that asset balances need to be retained to satisfy enforceable

D
R

AF

T

3-

7-

obligations, obtain from the Successor Agency an itemized schedule of asset balances (resources) as
of June 30, 2012 that are dedicated or restricted for the funding of enforceable obligations and
perform the following procedures. The schedule should identify the amount dedicated or restricted,
the nature of the dedication or restriction, the specific enforceable obligation to which the dedication
or restriction relates, and the language in the legal document that is associated with the enforceable
obligation that specifies the dedication of existing asset balances toward payment of that obligation.
i. Compare all information on the schedule to the legal documents that form the basis for the
dedication or restriction of the resource balance in question.
ii. Compare all current balances to the amounts reported in the accounting records of the Successor
Agency or to an alternative computation.
iii. Compare the specified enforceable obligations to those that were included in the final
Recognized Obligation Payment Schedule approved by the California Department of Finance.
iv. Attached as an exhibit to the report the listing obtained from the Successor Agency. Identify in
the report any listed balances for which the Successor Agency was unable to provide
appropriate restricting language in the legal document associated with the enforceable
obligation.
Results:
The Successor Agency does not believe that there are any enforceable obligations that are not
included in ROPS II or ROPS III. Therefore, there are no asset balances that need to be retained to
satisfy enforceable obligations not previously recognized in the ROPS schedules previously
submitted to the Department of Finance.
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3-

7-

20

13

B. If the Successor Agency believes that future revenues together with balances dedicated or restricted
to an enforceable obligation are insufficient to fund future obligation payments and thus retention of
current balances is required, obtain from the Successor Agency a schedule of approved enforceable
obligations that includes a projection of the annual spending requirements to satisfy each obligation
and a projection of the annual revenues available to fund those requirements and perform the
following procedures:
i. Compare the enforceable obligations to those that were approved by the California Department
of Finance. Procedures to accomplish this may include reviewing the letter from the California
Department of Finance approving the Recognized Enforceable Obligation Payment Schedules
for the six month period from January 1, 2012 through June 30, 2012 and for the six month
period July 1, 2012 through December 31, 2012.
ii. Compare the forecasted annual spending requirements to the legal document supporting each
enforceable obligation.
a. Obtain from the Successor Agency its assumptions relating to the forecasted annual
spending requirements and disclose in the report major assumptions associated with the
projections.
iii. For the forecasted annual revenues:
a. Obtain from the Successor Agency its assumptions for the forecasted annual revenues and
disclose in the report major assumptions associated with the projections.
Results:

AF

T

The Successor Agency does not believe that there are any enforceable obligations that are not
included in ROPS II or ROPS III. Therefore, there are no future revenues together with balances
dedicated or restricted to fund future obligations payments that need to be retained to satisfy
enforceable obligations not previously recognized in the ROPS schedules previously submitted to
the Department of Finance.

D
R

C. If the Successor Agency believes that projected property tax revenues and other general purpose
revenues to be received by the Successor Agency are insufficient to pay bond debt service payments
(considering both the timing and amount of the related cash flows), obtain from the Successor
Agency a schedule demonstrating this insufficiency and apply the following procedures to the
information reflected in that schedule.
i. Compare the timing and amounts of bond debt service payments to the related bond debt
service schedules in the bond agreement.
ii. Obtain the assumptions for the forecasted property tax revenues and disclose major assumptions
associated with the projections.
iii. Obtain the assumptions for the forecasted other general purpose revenues and disclose major
assumptions associated with the projections.
Results:
The Successor Agency does not believe that there are any enforceable obligations that are not
included in ROPS II or ROPS III. Therefore, there are no projected property tax revenues and other
general purpose revenues to be received that need to be retained to satisfy bond debt service
payments.
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D. If procedures A, B, or C were performed, calculate the amount of current unrestricted balances
necessary for retention in order to meet the enforceable obligations by performing the following
procedures.
i. Combine the amount of identified current dedicated or restricted balances and the amount of
forecasted annual revenues to arrive at the amount of total resources available to fund
enforceable obligations.
ii. Reduce the amount of total resources available by the amount forecasted for the annual
spending requirements. A negative result indicates the amount of current unrestricted balances
that needs to be retained.
iii. Include the calculation in the AUP report.

13

Results:

D
R

AF

T

3-

7-

20

Not applicable.
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Citation:
34179.5(c)(5)(E) An itemized list and analysis of any amounts of current balances that are needed to satisfy
obligations that will be placed on the Recognized Obligation Payment Schedules for the current fiscal year.
Procedures Performed:

20

13

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

7-

Results:

D
R

AF

T

3-

Obtained and reviewed Recognized Obligation Payment Schedules (ROPS) for periods of July 1, 2012 to
December 31, 2012 and January 1, 2013 to June 30, 2013. Noted no enforceable obligations to be satisfied
were noted.
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Citation:
34179.5(c)(6) The review shall total the net balances available after deducting the total amounts described in
subparagraphs (B) to (E), inclusive, of paragraph (5). The review shall add any amounts that were transferred as
identified in paragraphs (2) and (3) of subdivision (c) if an enforceable obligation to make that transfer did not exist.
The resulting sum shall be available for allocation to affected taxing entities pursuant to Section 34179.6. It shall be a
rebuttable presumption that cash and cash equivalent balances available to the successor agency are available and
sufficient to disburse the amount determined in this paragraph to taxing entities. If the review finds that there are
insufficient cash balances to transfer or that cash or cash equivalents are specifically obligated to the purposes described
in subparagraphs (B), (D), and (E) of paragraph (5) in such amounts that there is insufficient cash to provide the full
amount determined pursuant to this paragraph, that amount shall be demonstrated in an additional itemized schedule.

13

Procedures Performed:

3-

7-

20

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

AF

T

Results:

D
R

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

13

Results:

D
R

AF

T

3-

7-

20

See Exhibit E for Management Representation Letter.
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EXHIBITS
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Exhibit A
Housing Asset Transfer Form

3-

Exhibit B
Department of Finance Review of Housing Asset Transfer Form

T

Exhibit C
Summary of Balances Available for Allocation

D
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Exhibit D
Management Representation Letter
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EXHIBIT A
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Housing Asset Transfer Form
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EXHIBIT B
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Department of Finance Review of Housing Asset Transfer Form
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EXHIBIT C
Summary of Balances Available for Allocation
SUMMARY OF BALANCES AVAILABLE FOR ALLOCATION TO AFFECTED TAXING ENTITIES
Total amount of assets held by the successor agency as of June 30, 2012 (procedure 5)

$

2,269,817

Add the amount of any assets transferred to the city or other parties for which an enforceable
obligation with a third party requiring such transfer and obligating the use
of the transferred assets did not exist (procedures 2 and 3)

-

13

Less assets legally restricted for uses specified by debt
covenants, grant restrictions, or restrictions imposed by other

(224,880)

20

governments (procedure 6)

(2,044,162)

7-

Less assets that are not cash or cash equivalents (e.g., physical assets) - (procedure 7)
Less balances that are legally restricted for the funding of an enforceable

-

3-

obligation (net of projected annual revenues available to fund those obligations) - (procedure 8)

-

T

Less balances needed to satisfy ROPS for the 2012-13 fiscal year (procedure 9)
Less the amount of payments made on July 12, 2012 to the County Auditor-Controller as

AF

directed by the California Department of Finance

$

775

D
R

Amount to be remitted to county for disbursement to taxing entities

-
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EXHBIT D
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Management Representation Letter
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