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INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED UPON PROCEDURES ON
THE LOW AND MODERATE INCOME HOUSING FUND

Oversight Board of the Successor Agency
City of Taft
Taft, California

We have performed the procedures enumerated below solely to assist in ensuring that the Successor Agency of the
Redevelopment Agency of the City of Taft is complying with its statutory requirements with respect to AB 1484,
Management of the Successor Agency is responsible for the accounting records pertaining to statutory compliance pursuant
to Health and Safety Code Section 34179.5.

This agreed-upon procedures engagement was performed in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of the
specified users of 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.

Procedures Applied

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,

1. Obtain from the Successor Agency a listing of all assets that were transferred from the former 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 fransferred to the Successor Agency as of that date.

Result:
We found no exceptions as a result of the procedures performed. See Attachment A for the listing of all assets that
were transferred.

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.
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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:

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 Januvary 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.

Result:
There were no transfers. No exceptions noted.

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.

Result:
There were no transfers. No exceptions noted.

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.

Result:
There were no transfers. No exceptions noted.

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 fo 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.

3. Ifthe 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:

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 I,
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.

Resulit:
No LMIHF assets were transferred from the former Redevelopment Agency Housing Fund to any other public
agency or to private parties for the period from January 1, 2011 through January 31, 2012.
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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 fo any other public agency or private parly and the
purpose of each transfer. The review shall provide documentation of any enforceable obligation that required the
transfer (continued),

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 (continued):

B.

C.

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.

Result:

No LMIHF assets were transferred from the former Redevelopment Agency to any other public agency or to
private parties for the period from February 1, 2012 through June 30, 2012. For reference, in City Resolution
3393-12 dated January 26, 2012, the City assigned the functions of the former redevelopment agency to the Taft
Housing Authority. In City Resolution 3392-12, dated January 11, 2012 the City clected to serve as the Successor
Agency to the former redevelopment agency. See Atftachment D.

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.

Result:

No LMIHF assets were transferred to any other public agency or to private parties for the period. For reference,
the City Resolution 3393-12, dated January 26, 2012 the City assigned the functions of the former redevelopment
agency to the Taft Housing Authority. In City Resolution 3392-12, dated January 11, 2012 the City elected to
serve as the Successor Agency to the former redevelopment agency. See Attachment D,

Citation:

34179.5(c)(4) The review shall provide expenditure and revenue accounting information and identify transfers and
JSunding 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.

4. Perform the following procedures:

A.

D.

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. 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.

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.

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.

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.
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Citation:

34179.5(¢)(4) The review shall provide expenditure and revenue accounting information and identify transfers and
Sunding 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 200910 fiscal year. (continued)

4, Perform the following procedures: (continued)

Result:
Procedure 4 was not applicable to LMIHF as it applies to the Successor Agency as a whole and will be addressed in the

“Other Funds report.”

Citation:

34179.5(c)(5) A separate accounting for the balance for the Low and Moderate Income Housing Fund for all other
Junds and accounts combined shall be made as follows:

(A) A statement of the total value of each fund as of June 30, 2012

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,

Result:

See Attachments B and E for the listing of all assets of the LMIHF as of June 30, 2012. The listing of all assets of all
other funds of the Successor Agency as of June 30, 2012 for the report that is due December 15, 2012 is listed in
another report.

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,

6. Obtain from the Successor Agency a listing of asset balances held on June 30, 2012 that are restricted for the following
purposes:

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.

Result;
The Successor Agency does not have any unspent bond proceeds.

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).
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Citation:
34179.5(c)(5)(B) An itemized statement listing any amounts that are legally restricted as fo 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. (continued)

6. B. (continued)

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.

Result:
The Successor Agency did not have grant proceeds or program income restricted by third parties.

C. Other assets considered to be legally restricted:

Citation:

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).

ili. 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,

Result: .

The Successor Agency Housing Fund has a June 30, 2012 cash balance of $583,703 which the City represents
according to the 1998 Taft Public Financing Authority Loan Agreement dated November 1, 1998 section 3.01
where it states “Tax revenues are hereby allocated in their entirety to the payment of the principal of and interest
on the Loan and all Parity Debt” which the City interprets as restricted. In addition, refer to Attachment J for the
above 1998 Agreement “Low and Moderate Income Housing Requirements” section for further information
regarding this position taken by the City of Taft. See Attachments B, E, F and J.

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.

Result:
See Attachment F for a copy of the amortization schedule from the 1998 Taft Public Financing Authority Loan
Agreement. Amortization ends January 1, 2018,

34179.5(c)(5)(C) An itemized statement of the values of any assets that are not cash or cash equivalents. This may
include pliysical 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.

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 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.

Result:
The accrued interest receivable of $1,346 represents allocated pooled interest to the fund which is restricted for
debt service. See Attachment E.

If the assets listed at 7A 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.

6



SUCCESSOR AGENCY TO THE DISSOLVED REDEVELOPMENT AGENCY OF THE
CITY OF TAFT
AGREED-UPON PROCEDURES OF AB 1484

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.
(continued)

7. Perform the following procedures: (continued)

Result:
There are no fixed assets in the Low and Moderate Housing Fund and the assets listed in Step A above are listed
at cost. We found no exceptions as a result of the procedure performed.

C. For any differences noted in 7B, 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,

Result;

There are no fixed assets in the Low and Moderate Income Fund. Based on the information provided, no addition
or disposition of assets occurred in the Successor Agency. We found no exceptions as a result of the procedure
performed.

D. Ifthe assets listed at 7A are listed at recently estimated market value, inspect the evidence (if any) supporting the
value and note the methodology used. 1f no evidence is available to support the value and\or methodology, note
the lack of evidence.

Result:
Not applicable. The values of non-liquid assets are not listed at estimated market value.

Citation:

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.

8. Perform the following procedures:

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

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 (o satisfy each obligation and a projection of
annual revenues availuble 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 refention. 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. (continued

8. Perform the following procedures: (continued)

iv. Attach 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.

Result:
No exceptions were noted from the procedures performed. See Attachment F for the Enforceable Obligation
Payment Schedule as of December 31, 2011, with comments regarding the source of the Enforceable Obligations.

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.

iti. 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.

Result:
For the LMIHF Fund, sufficient funds exist only to the pay the debt service and no other costs. See Attachments G
and H.

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, Compare the timing
and amounts of bond debt service payments to the related bond debt service schedules in the bond agreement.

i. Compare the timing and amounts to 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.
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Citation: 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. (continued)

8.

Perform the following procedures (continued):

iii. Obtain the assumptions for the forecasted other general purpose revenues and disclose major assumptions
associated with the projections.

Result:
For the LMIHF Fund, sufficient funds exist only to the pay the debt service and no other costs. See Attachments
G and H.

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.

Result:

See Attachments G, H and 1. The City maintains a basic projection from June 1, 2012 to June 30, 2020 in  which,
under current conditions, for the Low and Moderate Income Fund is projected there will be sufficient cash to pay
the Low and Moderate Housing debt service. From July 1, 2020 to January 1, 2028 which is the end of the debt
agreement, there is projected to be a deficiency in cash of $597,939 based on  the debt service listed in the 1998
Tax Refunding Loan Agreement.

Citation: 34179.5(c)(S)(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,

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.

Resuit:

See Attachments G and H. The City maintains a basic projection from June 1, 2012 to June 30, 2020 in which, under
current conditions, for the Low and Moderate Income Fund is projected there will be sufficient cash to pay the Low
and Moderate Housing debt service. From July 1, 2020 to January 1, 2028, which is the end of the debt agreement,
there is projected to be a deficiency in cash of $597,939 based on the debt service listed in the 1998 Tax Refunding
Loan Agreement.
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Citation:

34179.5(¢)(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.

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 aiready 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).

Result:

The schedule for all other funds will be provided with the “Other than Low Mod” report. See Attachment H for the
LMIHF schedule. Also, see Attachment H for the July 1, 2013 to December 31, 2013 for a recent Recognized
Obligations Schedule wherein $180,930 is listed as an estimate of the RPTTF funding. The City based this $180,930 as
one half of the 2012/2013 Agency Value Change Summary from Hdl Coren and Cone.

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,

Result:
We found no exceptions as a result of the procedure performed.

We were not engaged to, and did not, perform an examination, the objective of which would be the expression of an
opinion on management’s assertion. Accordingly, we do not express such an opinion.

This report is intended solely for the information of the Oversight Committee, Management, California State Controller’s

Office, Department of Finance, and Los Angeles County Auditor-Controller, and is not intended to be and should not be
used by anyone other than these specified parties.

v, Kers V Yo J o d

Moss, Levy & Hartzheim, LLP
Culver City, California
September 30, 2013
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City of Taft
Successor Agency
Asset Transfer Listing to the Successor Agency
on February 1, 2012

Cash $ 613,259
Total S 613,259
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Successor Agency
Non-Liquid Asset Listing - Low and Moderate Income Housing Fund
June 30, 2012

Cash S 583,703
Accrued Interest Receivable 1,346
Loans Receivable -
Land Held for Resale -

Total S 585,049
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TAFT COMMUNITY DEVELOPMENT PROJECT NO. 1

LOAN AGREEMENT

Dated as of November 1, 1998

by and among the

TAFT COMMUNITY DEVELOPMENT AGENCY,

U.S. BANK TRUST NATIONAL ASSOCIATION,
as Trustee,

and the

TAFT PUBLIC FINANCING AUTHORITY

Relating to
$5,060,000
Taft Public Financing Authority
1998 Revenue Refunding Bonds
(Police Station and Redevelopment Projects)

TAFTLNAG.98C/LR24!



ARTICLE 3

PLEDGE OF TAX REVENUES; APPLICATION OF FUNDS

Section 3.01. Pledge of Tax Revenues and any Parity Debt. The Loan and all
Parity Debt shall be equally secured for the benefit of the Authority and the Owners of the Bonds
by a pledge of and lien on all of the Tax Revenues, without preference or priority for seres, issue,
number, dated date, sale date, date of execution or date of delivery. The Loan shall be additionally
secured for the benefit of the Authonty and the Owners of the Bonds by a first and exclusive pledge
of and lien upon all of the moneys in the Reserve Account and the Special Fund. The Tax Révenues
are hereby allocated in their entirety to the payment of the principal of and interest on the Loan and
all Parity Debt. Except for the Tax Revenues, the Reserve Account and the Special Fund, no finds
or properties of the Agency shall be pledged to, or otherwise liable for, the payment of principal of
or interest or premium (if any) on the Loan, .

Section 3.02. Special Fund; Deposit of Tax Revenues. Thereis hereby established
a special fund to'be known as the Taft Community Development Project 1998 Special Fund (the
“Special Fund”), which shall be held by the Agency. The Agency shall deposit all of the Tax
Revenues received in any Bond Year in the Special Fund (and in any applicable special fund created
by any Parity Debt Instrument) promptly upon receipt thereof by the Agency, until such time (if any)
. during such Bond Year as the amounts on deposit in the Special Fund equal the aggregate amounts
required to be transferred to the Trustee pursuant to Section 3.03; and (except as may be otherwise
provided in any Paiity Debt Instrument) any Tax Revenues .received duwring such Bond Year in
excess of such amounts shall be released from the pledge and lien hereunder and may be used for
any lawful purposes of the Agency. Prior to the payment in full of the principal of and interest and
prepayment premium (if any) on the Loan and all Parity Debt and the payment in full of all other
amounts payable hereunder and under any Parity Debt Instrument, the Agency shall not have any
beneficial right or interest in the moneys on deposit in the Special Fund, except only as provided in
this Loan Agreement and in any Parity Debt Instrument, and such moneys shall be used and applied
as set forth herein and in any Parity Debt Instrument.

Section 3.03. Transfer of Tax Revenues te Trustee. The Agency shall withdraw
from the Special Fund and transfer to the Trustee the following amounts at the following times:

(2) Payment Amount. No later than the fifth (5th) Business Day preceding each
Interest Payment Date, commencing July 1, 1999; the Agency shall withdraw from the -
Special Fund and transfer to the Trustee for deposit in the Revenue Fund an amount, after
taking into account any amount then on deposit in the Revenue Fund pursuant to Section
2.05, equal to the payment amount on the Loan becoming due and payable on such Interest
Payment Date pursuant to Section 2.02.

(b) Reserve Account Deposits. In the event that the Trustee shall notify the Agency
pursuant to Section 2.05 that the amount on deposit in the Reserve Account is less than the
Reserve Requirement, the Agency shall immediately withdraw from the Special Fund and
transfer to the Trustee for deposit in the Reserve Account an amount of money necessary to

14 TAFTLNAG 98C/LR241
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RESOLUTION NO. 3392-12

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF TAFT,
CALIFORNIA, ELECTING TO HAVE THE CITY OF TAFT SERVE AS THE
SUCCESSOR AGENCY TO THE TAFT COMMUNITY DEVELOPMENT
AGENCY PURSUANT TO CALIFORNIA HEALTH & SAFETY CODE SECTION
34173 AND ELECTING TO HAVE THE TAFT HOUSING AUTHORITY RETAIN
THE HOUSING ASSETS AND HOUSING FUNCTIONS PREVIOQOUSLY
PERFORMED BY THE TAFT COMMUNITY DEVELOPMENT AGENCY
PURSUANT TO HEALTH & SAFETY CODE SECTION 34176

WHEREAS, the Taft Community Development Agency ("Agency") is a public body,
corporate and politic, organized and existing under the California Community Redevelopment
Law (Health & Safety Code § 33000 et seg, ("CRL"); and

WHEREAS, the City of Taft is a municipal corporation under the Constitution of the State
of California ("City"); and '

WHEREAS, on December 29, 2011, in California Redevelopment Association v
Matosantos, Case No, 5194861, the California Supreme Court upheld AB 26x1, which
dissolves all of the redevelopment agencies in California, and struck down AR 27x1,
which allowed redevelopment agencies to remain in existence if the opted in to the
"Voluntary Alternative Redevelopment Program" ("VARP").; and

WHEREAS, the City of Taft has determined that ig is'in the best interests of the

City to serve as the Successor Agency; and

WHEREAS, in footnote 25 of the Supreme Court's decision, the Court extended the
deadline for making the election only to January 13, 2012; and

WHEREAS, pursuant to Health & Safety Code Section 34173(d)(1), the City would
automatically became the Successor Agency unless it affirmatively elected not to serve as
the Successor Agency by Resolution, but the City wishes to express its intention to serve
as the Successor Agency to the Taft Community Development Agency; and

WHEREAS, pursuant to Health & Safety Code Section 34176, the City could either
opt to retain the housing assets and functions previously performed by the Taft Community
Development Agency or, by default, allow those assets and functions to be assigned (o and
assumed by the Taft Housing Authority;



Jauum y 21, Svis

. WHEREAS, the City wishes to express its intention to have the Taft Housing
Authority assume all righis, powers, assets, liabilities, duties, and obligations associated
with the housing activities of the Taft Cemmunity Development Agency. ,

.. .. NOW, THEREFOCRE, BE IT RESOLVED, by the City Council of the City of Taft,
California, as follows: ' )

SECTION 1. The above recitals are true and correct and are adopted as the findings of the
City Council.

SECTION 2. The City Council hereby affirmatively elects pursuant to Health & Safety
Code Section 34173(d)(1) to serve as the Successor Agency to the Taft Community Development
Agency. . '

SECTION 3. The City Council hereby elects to have the Taft Housing Authority
assume all rights, powers, assets, liabilities, duties, and obligations associated with the
housing activities of the Taft Community Development Agency in accordance with Health &
Safety Code Section 34176.

SECTION 4. The Mayor is hereby authorized and directed to take such other and further
actions, and sign such other and further documents, as is necessary and proper in order to
implement this Resolution on behalf of the City.

PASSED, APPROVED, AND ADOPTED ON THIS _1llth DAY OF January ' |
2012 .

Randy Miller, Major
City of Taft

ATTEST:

LMD -

Louise Hudgens, City {lerk




a

Resolution No. 3392-12

Page 3 of 3

STATE OF CALIFORNIA}
COUNTY OF KERN 188
CITY OF TAFT }

I, Louise Hudgens, City Clerk of the City of Taft, California, do hereby certify
that the foregoing Resolution was duly and regularly introduced and adopted at a regular
meeting thereof held on the 11tk day of January . 2012, by the following vote:

AYES: COUNCIL MEMBER:
NOES: COUNCIL MEMBER:
ABSENT:  COUNCIL MEMBER:
ABSTAIN: COUNCIL MEMBER:

Toiran MM e

Louise Hudgens, ciic
City Clerk

Krier, Linder, Neoerr, Miller
None

Waldrop

None



RESOLUTION NO. _3393~12

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
TAFT ASSIGNING THE HOUSING FUNCTIONS TO THE TAFT

© HOUSING AUTHORITY AND MAKING CERTAIN FINDINGS
IN CONNECTION THEREWITH

WHEREAS, the Taft Coummunity Development Agency (“Agency”) is a community
redevelopment agency organized and existing under the California Community Redevelopment Law,
Health and Safety Code Sections 33000, et seq. (“CRL") and has been authorized to transact business
and exercise the powers of a redevelopment agency pursuant to action of the City Council (“City
Council”) of the City of Taft (“City); and

WHEREAS, Part 1.85 of the Community Redevelopment Law (“Part 1.85”) as adopted by
ABx1 26 (“AB 26) provides for the statewide dissolution of a)l redevelopment agencies, including
the Agency, and provides that, thereafter, the housing functions of the Agency shall be retained by
the City unless the City elects not to retain such functions; and :

WHEREAS, theCity desires not to retain thé housing functions as described in Health and
Safety Code Section 34176 and to assign all of the housing functions of the Agency to the Taft
Housing Authbrity.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
TAFT:

Section 1. The foregoing recitals are incorporated into this Resolution by this reference,
and constitute a material part of this Resolution.

Section 2, In accordance with the provisions of Health and Safety Code

Section 34176(b), the City Council elects not to retain the responsibility to perform housing functions

" previously performed by the Agency and hereby selects the Taft Housing Authority to retain all of
the rights, powers, assets, liabilities, duties and obligations associated with the housing activities of

the Agency
Section 3. This Resolution shall be effective immediately upon adoption.
Section 4. The City Clerk shall certify to the adoption of this Resolution.
PASSED, APPROVED AND ADOPTED on this_26th day of _@

Randy Miller,

Louise Hudgens, CMC
City Clerk



Resolution No. ___3393-12
" Page 202
January 26, 2012

STATE OF CALIFORNIA )
COUNTY OF KERN ) S8
CITY OF TAFT )

. I, Louise Hudgens, City Clerk of the City of Taft, do hereby certify that the foregoing Resolution was
" duly and regularly adopted by the City Council of the City of Taft at a regular meeting thereof held

onthe 26th dayof _January , 2012, by the following vote:
AYES; COUNCIL MEMBER: XKrier, Linder, Noerr, Miller
NOES: COUNCIL MEMBER: None
ABSENT: COUNCIL MEMBER: Waldrop
None

ABSTAINED: COUNCIL MEMBER:

%mz /Aué 2orr’

Louise Hudgens, CMC
City Clerk .
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Low and Moderate income Housing Fund

Assets (modified accrual basis)
Cash
Accrued Interest Receivable
Miscellaneous

Total Assets

Liabilities (modified accrual basis)
Accounts Payable

Other Liabllities

Due to RDA Capital Projects Fund

Total Liabilities

Equity
Total Liabilities + Equity

Total Revenues:;
Total Expenditures:

Total Transfers*: (net)
* Includes Cash Advances from City

Net change in equity

Beginning Equity:
Ending Equity:

Other Information (show year end balances for all three years presented):

Capital assets as of end of year

Note: This schedule represents the low income housing fund only.

Redevelopment Redevelopment Redevelopment Successor
Agency Agency Agency Agency
12 Months Ended 12 Months Ended 7 Months Ended 5 Months Ended
6/30/2010 6/30/2011 1/31/2012 6/30/2012
S 587,053 ‘ S 615,709 S 613,259 S 583,703
285 359 - 1,347
3,874 - - -
S 591,212 S 616,068 S 613,259 S 585,050
$ - $ - $ -8 -
$ -8 -8 -8 -
591,212 616,068 613,259 585,050
S 591,212 S 616,068 $ 613,259 S 585,050
110,716 S 104,832 43,481 S 4,187
S 78,959 79,976 46,291 S 32,396
s - - - 3 -
$ 31,757 S 24,856 S {2,810) $ (28,209}
$ 559,455 S 591,212 S 616,068 S 613,259
S 591,212 S 616,068 S 613,259 S 585,050
s - s -8 - s -




(Other Than Low and Moderate Housing Funds)

Redevelopment Redevelopment Redevelopment Successor
Agency Agency Agency Agency
12 Months Ended 12 Months Ended 7 Months Ended 5 Months Ended
6/30/2010 6/30/2011 1/31/2012 6/30/2012
Assets (modified accrual basis) _
Cash S 463,426 S 571,723 § 336,294 § 148,638
Cash with Fiscal Agent 483,286 479,641 368,491 475,791
Accrued Interest Receivable 239 379 848 4,282
Miscellaneous 15,495 117 - -
Deposits Prepaids 208 - - -
Total Assets ) 962,654 § 1,051,860 S 705,633 S 628,711
Liabilities {modified accrual basis)
Accounts Payable S 36,970 S 64,209 S 26,338 S 600
Other Liabilities - - - 2,693
Security Deposits - 9,107 - -
Total Liabilities 36,970 73,316 26,338 3,293
Equity 925,684 978,544 679,295 625,419
Total Liabilities + Equity $ 962,654 S 1,051,860 S 705,633 S 628,712
Total Revenues: S 570,585 S 544,894 § 231,749 § 34,271
Total Expenditures: 858,764 814,953 530,998 88,148
Total Transfers*; 333,296 322,918 - -
* Includes Cash Advances from City
Net change in equity 45,117 52,859 (299,249) (53,877)
Beginning Equity: 880,568 925,685 978,544 679,295
Ending Equity: S 925,685 S 978,544 S 679,295 $ 625,418
Other Information (show year end balances for all three years presented):
Capital assets as of end of year $ 2,695,522 (a) S 2,655,132 S 2,614,742
Long-term debt as of end of year S 3,975,000 S 3,840,000 S 3,700,000 S 3,700,000 (b)
Long-term debt as of end of year S 2,621,020 S 3,215,542 § 3,215,542 § 3,215,542 (c)

Note (a): All Capital Assets were transferred to the City of Taft pursuant to a Cooperation Agreement,
Note (b): This represents the 1998 Revenue Refunding Bonds accounted for in the Debt Service Fund.

Note (c ): This represents the Advances from the City of Taft,
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ARTICLE 2
THE LOAN; ESTABLISHMENT OF FUNDS; PARITY DEBT

Section 2.01. Authorization. The Authority hereby agrees to lend to the Agency
on the Closing Date, from the proceeds of sale of the Bonds deposited in the Loan Fund, to fully
prepay the Prior Loan and for other authorized purposes, the aggregate principal amount of Two
Million Seven-Hundred Thirty Thousand Dollars ($2,73 0,000) under and subject to the terms of this
Loan Agreement, the Bond Law, and the Redevelopment Law (which principal amount includes
underwriter’s discount and Costs of Issuance allocated to the Loan).

Section 2.02. Terms of Loan. The principal of the Loan and interest shall be
payable in installment payments as of each Interest Payment Date at the times provided in Section
3.03 in each of the years and in the amounts, as follows:

Pavment Date Principal Interest Pavment Amount
07/01/99 $101,237.50 $101,237.50
01/01/00 $40,000.00 101,237.50 141,237.50
07/01/00 : . 92,600.00 192,600.00
01/01/01 55,000.00 92,600.00 147,600.00
07/01/01 91,390.00 91,390.00
01/01/02 55,000.00 91,390.00 146,390.00
07/01/02 90,152.50 - 90,152:50
01/01/03 60,000.00 90,152.50 150,152.50
07/01/03 88,772.50 88,772.50
01/01/04 '60,000.00 88,772.50 148,772.50
07/01/04 87,362.50 87,362.50
01/01/05 65,000.00 87,362.50 152362.50
07/01/05 85,802.50 85,802.50
01/01/06 70,000.00 85,802.50 155,802.50
07/01/06 84,087.50 84,087.50
01/01/07 70,000.00 84,087.50 154,087.50
07/01/07 82,337.50 82,337.50
01/01/08 75,000,00 82,337.50 157,337.50
07/01/08 80,425.00 80,425 .00
01/01/09 180,000.00 80,425.00 160,425.00
07/01/09 78,345.00 78,345.00
01/01/10 85,000.00 78,345.00 163,345 .00
07/01/10 76,092.50 76,092.50
01/01/11 90,000.00 76,092.50 166,092.50
07/01/11 73,662.50 73,662.50
01/01/12 95,000.00 73,662.50 168,662.50
07/01/12 71,050.00 71,050.00
01/01/13 95,000.00 71,050.00 166,050.00

8 TAFTLNAG 98C/LR/24]



07/01/13 68,295.00 68,295.00
01/01/14 105,000.00 68,295.00 173,295.00
07/01/14 65,250.00 65,250.00 -
01/01/15 110,000.00 65,250.00 175,250.00
07/01/15 62,060.00 62,060.00
01/01/16 115,000.00 62,060.00 177,060.00
07/01/16 58,725.00 58,725.00
01/01/17 120,000.00 58,725.00 178,725.00
07/01/17 ' : ‘ 55,245.00 55,245.00
01/01/18 130,000.00 55,245.00 185,245.00
07/01/18 51,475.00 51,475.00
01/01/19 135,000.00 51,475.00 186,475.00
07/01/19 47,560.00 47,560.00
01/01/20 145,000.00 47,560.00 192,560.00
07/01/20 . 43,355.00 43,355.00
01/01/21 155,000.00 43,355.00 198,355.00
07/01/21 ) 38,860.00 38,860.00
01/01/22 160,000.00 38,860.00 198,860.00
07/01/22 34,220.00 34,220.00
01/01/23 170,000.00 34,220.00 204,220.00
07/01/23 29,290.00 29,290.00
01/01/24 180,000.00 29,2590.00 209,290.00
07/01/24 . 24,070.00 24,070.00 -
01/01/25 190,000.00 24,070.00 214,070.00
07/01/25 18,560.00 18,560.00 .
01/01/26 200,000.00 18,560.00 218,560.00
07/01/26 12,760.00 12,760.00
01/01/27 215,000.00 12,760.00 227,760.00
07/01/27 6,525.00 6,525.00
01/01/28 225,000.00 6,525.00 231,525.00

Interest on each installment of principal ofthe Loan has been calculated at the annual
Interest rate payable by the Authority on the Bonds on the basis of a 360-day year of twelve 30-day
months, and shall accrue on the unpaid principal of the Loan from December 1, 1998 to but not
including the Interest Payment Date with respect to which such installment of principal is payable.
Interest on the Loan shall be payable as of each Interest Payment Date at the times provided in
Section 3.03. Any installment of principal or interest which is not paid when due shall continue to
accrue interest fromn and including the Interest Payment Date with respect to which such prmc1pa1
or interest is payable to butnot including the date of actual payment.

Payments on the Loan shall be payable by the Agency to the Trustee pursuant to
Section 3.03 hereof, as assignee of the Authority under the Indenture, in fimds which constitute
lawful money of the United States of America.

)

In the event principal of the Loan shall be prepaid in part pursuant to Section 2.03
hereof, the foregoing schedule of principal and interest payments shall be reduced in the same

9 TAFTLNAG 98C/LR/241
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NEW [€SUE-- BOOK-ENTRY ONLY " NOT RATED

In the opinion of McFarlin & Anderson, Bond Counsel, -subfect, however (o cerlain qualiﬁcalions describied herein, under existing law,
the interesi on lhe Bonds received Ly the owners of the Bands is excluded from gross incomie forfederal income tax purposes and is
not an ltem of tax preference for purposes of lhe federal altemalive minimum ax imposed on individuals and corporalions, although
for the purpose of compulmg the aliemalive minimum tax imposed on certain corporalions, such inlerest is laken Into account in
determining certain income and eamings. In the further opinion of Bond Counsel, such interest is exempt from California personal

~ Income laxes. The Authorily has designated the Bonds as "qualified tax-exempt obligations" for purposes of Section 265(b)(3) of the
Internal Revenue Code of 1986. See "TAX EXEMPTION" and "BANK QUALIFIED" herein.

$56,060,000
TAFT PUBLIC FINANCING AUTHORITY
1998 REVENUE REFUNDING BONDS
(POLICE STATION AND REDEVELOPMENT PROJECTS)
(Bank Qualified)
Dated: Date of Delivery Due: January 1, as shown on the inside front cover hereof

The Bonds will be isstted as fully registered bonds in book-entry form only, initially registered in the name of Cede & Co., New York,
New York, as nominee of The Depository Trust Company ("DTC"), New York, New York. Purchasers will not recelve cerlificates
representing their interest In the Bonds. Individual purchases will be in principal amounts of $5,000 or in any integral mulliples
thereof, Interest on the Bonds will be payable on January 1 and July 1 of each year, commencing July 1, 1999, and principal on the
Bonds will be paid by U.S, Bank Trust Nalional Association, Los Angeles, California,- as lrustee (the "Trusleg®), to DTC for
subsequent disbursement to DTC Parlicipants who will remit such payments to the beneficial owners of the Bonds.

The Bonds are bemg issued by the Taft Public Financing Authorily (thie "Authority") for the purpose of () refinancing in whole the
Prior Bonds, (ii) paying the. costs of Issuing the Bonds, (jii) funding a Reserve Account for the Bonds, and (iv) making a loan (the
"Loan") to the Taft Communily Development Agency (the "Agency"), for the purpose of refunding certain loans from the City of Taft
(the “Cily™), all as further described herein.

The Bonds are limited obligations of the Authorily payable primarily from and secured by certain revenues (the "Revenues")
consisting .of the payments of principal and interest on the Loan (the "Loan Payments") pursuant {o a Loan Agreement, dated as of
Novenmber 1, 1998 (the "Loan Agreement"), among the Authorily, the Trustee and the Agency, and certain Lease Payments by the
Clly pursuant to an Amended and Restaled Lease Agreement, dated as of November 1, 1998 (the "Lease Agreementl") between the
City and the Autharity. The Loan Paymenis are lirnited obligations of the Agency payable solely from and secured by the Tax
Revenues (defined herein) to be derived from the Taft Community Development Project No, 1 (the “Projéct Area") , and from the
arnounts on deposit in certain funds as described herein. The Cily has covenanted in the Lease Agreement to make all Lease
Payments provided for thereln, to include all such payments In its annual budgets and o make the necessary annual appropriations
for such rental payments. The City's obligations to make Lease Payments is subject to abatement in the event of damage to,
destruction or condemnation of, or tille defecls relating to, the Site described herein. Pursuant to a Reimbursement Agreement,
dated as of November 1, 1998, between the Agency and the Cily, the Agency has covenanted, to the extent Tax Revenues are
available, o repay the Cnly an amount equal to the Lease Payments, and to make the Lease Payments in the event such payments
are otherwise subject to abatement. (See "“SECURITY FOR THE BONDS—Additional Agency Payments™ herein).

While the Authority has covenanted in the Indenture. of Trust, dated as of November 1, 1998 (the "Indenture"), between the Authorily
and the Trustee, not to issue any additional obligations secured by the Revenues, the Agency may, If certain condillons are met,
Issue additional obligations with a lien on Tax Revenues on a parity basis with the lien of the Loan Payments (see "THE BONDS ~
Parity Debl" herein). Additionally, the Cily also has the right to incur other obligations payable from ils general revenues without the
consent of the Owners of the Bonds. The Revenues are to be received by the Authorily and deposited pursuant {o.the Indenture,
and the Tax Revenues are to be received by the Agency and deposited pursuant to the Loan Agresment,

The Bonds are subject to optional and mandatory redemption prior to malurily. See "THE BONDS -- Redemption” herein,
The followiing has served as Structuring Agent.with respect to structuring the Bonds:
UNION BANK OF CALIFORNIA, NA,

This cover page contalns information for general reference only. It is not a summary of the securily or terms of this issue. Investors
must read the entire Official Statement, Including the section entitied "RISK FACTORS," for a discussion of special factors which
should be considered, In addition to the other malters set forth herein, in conslderlng the investment quality of the Bonds.
Capitalized terms used on this cover page and riot othenwise defj ned shall Hiave the meanings set forth herein.

THE BONDS ARE NOT A DEBT, OBLIGATION OR LIABILITY, 'OF THE CITY, THE AGENGY, THE STATE OF GALIFORNIA OR
ANY OF ITS POULITICAL SUBDIVISIONS (OTHER THAN THE 'AUTHORITY), NOR DO THEY CONSTITUTE A PLEDGE OF THE
FAITH AND CREDIT OR THE TAXING POWER OF ANY OF THE FOREGOING . NEITHER THE AUTHORITY NOR THE AGENGY
HAS ANY TAXING POWER. THE BONDS DO NQT CONSTITUTE AN INDEBTEDNESS WlTHlN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION i

The Bonds are offered when; as and if issued and received by the Underwnler, subject lo lhe .approval of legalily by McFarlin &
Anderson, Lake Forest, Califomia, Bond Counsel, Certain legal-mallers‘will be passed upon for ftie Underwriter by its counsel,
Nossariian, Gulhner, Knox & Ellioll, LLP, irvine, California, “$hd for the Authorily by: Gibson & Gibson, Jeneral counsel. It is expecled
that the Bonds, in book-enlry fonn, will be avallable for déliVery in New York, New York on or about December 1, 1998,

‘PRUDENTIAL SECURITIES INCORPORATED
Dated: November 16, 1998
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rates set forth thereon. In such event, all Bondowners would forfeit a pro rata portion of interest
attributable to abated Lease Payment payable during the period of abatement and, to the extent
Bonds mature orare to be subject to mandatory redemption during a period of abatement, the
Bondowners would. forfeit a pro rata, portion of principal attributable to such abated lLease
Payiments. The fallure to make such payments of principal and interest would not under
such circumstances constitute a default under the Indenture, the Lease Agreement or
the Bonds.

Insurance

Pursuant to the Lease Agreement, the Site is also insured to the extent set forth
herein under the heading “APPENDIX A - SUMMARY OF PRINGCIPAL LEGAL DOCUMENTS --
Lease Agreement - Insurance” and insuraice proceeds are required to be applied to the repair
of the Site; or if the proceeds are insufficient te repair or replace the Site, the City may prepay
the related Lease Payments and thereby cause the redemption of outstanding Bonds, The
Lease Agreement permits the City to satisfy certain of its insurance requirements through a
self-insurance program.

The City shall additionally maintain, use and occupancy or husiness interruption
or rental income insurance against the perils of fire, lightning, vandalism, malicious mischlef and
such cther perils ordinarily defined as "extended coverage” in an amount equal to the Reserve
Requirement,

No assurance can be given that insurance proceeds will be adequate to avoid an
interruption of Lease Payments. Under such a situation, an abatement of Lease Payments is
likely to ocour, See “Abatement” above,

Reserve Account

Pursuant to the Indenture, the Trustee has established a Reserve Account for
the Bonds, and deposited proceeds in an amount to equal to the Reserve Requirement. (See
"ESTIMATED SOURCES AND USES OF FUNDS" herein.)

No deposit need be made in the Reserve Account so long as there shall be on
deposit thereln a sum equal to the Reserve Requirement. All money in the Reserve Account
shall be used and withdrawn by the Trustee solely for the purpose of paying the Loan Payments
or Lease Payments, in the event of any deficiency at any time to make such payments, or for
the prepayment of all remaining Loan Payments and Lease Payments.

Low and Moderate Income Housing Requirements
Chapter 1337, Statues of 1976, added Sections 33334.2 and 33334.3 to the Act,

requiring redevelopment agencies to set aside in a Low and Moderate Income Housing Fund
not less than 20% of all tax increment annually derived from redevelopment project areas

‘adopted afte December 31, 1976 for the purposes of improving the community's supply of low

]!‘7".
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and moderate income housing. This low and moderate income housing requirement can be
reduced or eliminated if the redevelopment agency finds that (i) no need exists in the
community to lmptove or increase the supply of low and moderate income housing; or (i) some
stated percentage less than 20% of the tax increment is sufficient to meet the housing need.
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Since the Redevelopment Plan were amended after December 31, 1976, the Agency is subject
to this statutory requirement. However, since the proceeds of the Prior Bonds were used to
satisfy the 20% set-aside requirements; the pledge of Tax Revenues to pay Loan Payments
which secure the Bonds includés the 20% set-aside relating to the refunding portion of the
Bonds only.

RISK FACTORS AND LIMITATIONS ON TAX REVENUES

The following summaries do not purport to be a complete statement of all factors
which may be. considered as risks in evaluating the credit quality of the Bonds, and the Official
Statement should be read in its entirety:

Tax Revenues

Tax Revenues allocated to the Agency which secure the Loan Payments and, to
the extent available, the Lease Payments, are determined by the incremental assessed value of
taxable property in the Project Area, the. current rate or rates at which property in the Project
Area is taxed, and the percentage of taxes collected in the Project Area. In Fiscal Year
1997/98, the assessed value of property within the Project Area totaled $46,601,184, and
produced tax revenue of $306,960 (including the State In-Lieu Payments, penalties and
interest). (See "SECURITY FOR THE BONDS — County Teeter Plan" above). Several types of
events which are beyond the control of the Agency could occur and cause a reduction in
available Tax Revenues. A reduction of taxable values of property in the Project Area caused
by economic or other factors beyond the Agency's control (such as a relocation out of the
Project Area by one or more major property owners, successful appeals by property owners for
a reduction in a property's assessed value, a reduction in the rate of transfers of property,
construction activity or other events that permit reassessment of property at lower values, or the
destruction of property caused by natural or other disasters, including earthquakes) could
oceur, thereby causing a reduction in the Tax Revenues. This risk increases in proportion to
the percent of total assessed value attributable to any single assessee in the Project Area and
in relation to the concentration of property in the Project Area in terms of size or land use and
the applicable tax rate. (See "pROJECT AREA DEMOGRAPHICS AND LAND USE -- General"
hereunder.) Any reduction in Tax Revenues, whether for any of the foregoing or following
reasons or any other reason, could have an adverse effect on the Agency's ability to meet its
obligations under the Loan Agreement and the Authority's obligations under the Indenture, and
the Agency's ability to pay the Loan Payments and the Authority's ability to pay principal of and
interest on the Bonds.

Any reduction in the tax rate applicable to property in the Project Area, by reason
of discontinuance of certain ovetride tax levies in excess of the 1% basic levy, will reduce the
related Tax Revenues available to pay the Loan Payments. Such override can be expected to
decline over time until it reaches the 1% basic levy and may be discontinued at any time, which
may cause a reduction in such Tax Revenues, See "PROJECT AREA DEMOGRAPHICS AND
LAND USE — Tax Rates" herein for a discussion of historical tax rates within the Project Area.

Estimated Revenues

The Agency has based its projections of Tax Revenues on an assumed annual
growth of 2% of secured assessed valuation and no growth of unsecured assessed valuation.
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