Orange Countywide Oversight Board

Agenda Item No. 6a
Date: 9/19/2023

From:  Successor Agency to the Huntington Beach Redevelopment Agency

Subject: Resolution of the Countywide Oversight Board Approving Amendment to the Recognized
Obligation Payment Schedule (ROPS)

Recommended Action:
Approve resolution approving amendment to FY 2023-24 ROPS for the Huntington Beach Successor
Agency

The Huntington Beach Successor Agency requests approval of the Amended Recognized Obligation
Payment Schedule (ROPS) 2023-24B for the second half of Fiscal Year 2023-24. The amendment would
request an additional $10,000,000 in funds to support existing legally required enforceable obligations for
FY 2023/24.

The amended ROPS adds a request for funds in the amount of $10,000,000 on Line 102 to repay a portion
of monies owed to the City to the former Redevelopment Agency for the purchase of real property in the
Fiscal Year 1988-89. This loan was approved as an enforceable obligation by the California Superior
Court on February 17, 2023. The total amount of the loan as of June 30, 2023 is $30,464,000, comprised
of $22,400,000 in principal and $8,064,000 in accrued interest at the three percent interest rate permitted
by Health and Safety Code Section 34191.4(3). The County Oversight Board and DOF has the authority
to review the ROPS and return it to the Successor Agency for reconsideration and modification, or to
disallow payment for a listed obligation.

Impact on Taxing Entities

No fiscal impact until approved by DOF. If the DOF approves the Amended ROPS as submitted, the
Successor Agency will increase its previously authorized ROPS 23-24B distribution amount of $3,520,500
to $13,520,500, a difference of $10,000,000 in RPTTF for the period of January 1, 2024 to June 30, 2024,
to pay the Successor Agency’s enforceable obligations.

Staff Contact(s)

Sunny Han, Chief Financial Officer
sunny.han@surfcity-hb.org

Attachments

Att. 1: Oversight Board Resolution Amending ROPS 23-24B

Att. 2: Amended Recognized Obligation Payment Schedule 23-24B

Att. 3: Successor Agency Resolution 2023-03 Amending ROPS 23-24B from the Huntington Beach
Successor Agency

Att 4: Superior Court Ruling dated February 17, 2023


mailto:sunny.han@surfcity-hb.org

RESOLUTION OF THE ORANGE COUNTYWIDE OVERSIGHT BOARD
RESOLUTION NO. 23-024

A RESOLUTION OF THE ORANGE COUNTYWIDE OVERSIGHT BOARD APPROVING
AN AMENDED RECOGNIZED OBLIGATION PAYMENT FOR THE 2023-24 FISCAL
PERIOD OF JULY 1, 2023 TO JUNE 30, 2024, FOR THE SUCCESSOR AGENCY TO THE
HUNTINGTON BEACH REDEVELOPMENT AGENCY, SUJECT TO SUBMITTAL TO,
AND REVIEW BY, THE STATE DEPATMENT OF FINANCE [DOF] UNDER
CALIFORNIA HEALTH AND SAFETY CODE, DIVISION 24, PART 1.85, AND
AUTHORIZING POSTING
AND TRANSMITTAL THEREOF

WHEREAS, the former Huntington Beach Redevelopment Agency (“Former Agency”)
previously was a community redevelopment agency that was previously organized and existing
under the California Community Redevelopment Law, Health and Safety Code Section 33000, et
seq., and previously authorized to transact business and exercise powers of a redevelopment
agency pursuant to action of the City Council of the City of Huntington Beach (“City”); and

WHEREAS, Assembly Bill x1 26 added Parts 1.8 and 1.85 to Division 24 of the
California Health and Safety Code, which caused the dissolution of all redevelopment agencies
and wind down of the affairs of former agencies, including as such laws were amended by
Assembly Bill 1484 and by other subsequent legislation (“Dissolution Law’); and

WHEREAS, as of February 1, 2012 the Agency was dissolved pursuant to the
Dissolution Law, and as a separate public entity, corporate and policy the Successor Agency to
the Huntington Beach Redevelopment Agency (“Successor Agency’’) administers the
enforcement obligations of the Former Agency and otherwise unwinds the Former Agency’s
affairs; and

WHEREAS, prior to July 1, 2018 under the Dissolution Law, in particular Sections
34179 and 34180, all actions of the Successor Agency were subject to the review and approval
by a local seven-member oversight board, which oversaw and administered the Successor
Agency’s activities during the period from dissolution until June 30, 2018; and

WHEREAS, as of, on and after July 1, 2018, under the Dissolution Law, in particular
Section 34179(j), in every California county there shall be only one oversight board that is
staffed by the county auditor-controller, with certain exceptions that do not apply in the County
of Orange; and

Page 10of 4



WHEREAS, as of, on and after July 1, 2018, the Orange Countywide Oversight Board
(“Oversight Board”) was established through the Orange County Auditor-Controller in
compliance with Section 34179(j), which serves as the oversight board to the 25 successor
agencies existing and operating in Orange County, including Successor Agency and all other
successor agencies in Orange County; and

WHEREAS, every oversight board, both the prior local oversight board and this newly
established Orange Countywide Oversight Board, have fiduciary responsibilities to the holders of
enforceable obligations and to the taxing entities that benefit from distributions of property tax
and other revenues pursuant to Section 34188 of the Dissolution Law; and

WHEREAS, Section 34177(m), 34177(0) and 34179 provide that each ROPS is
submitted to, review and approved by the Successor Agency and then reviewed and approved by
the Oversight Board final review and approval by the State Department of Finance (“DOF”); and

WHEREAS, Section 34177(0)(1)(E) of the Dissolution Law authorizes that “[o]nce per
period, and no later than October 1, a successor agency may submit one amendment to the
[ROPS] approved by the department pursuant to this subdivision, if the oversight board makes a
finding that a revision is necessary for the payment of approved enforceable obligations during
the second one-half of the [ROPS] period, which shall be defined as January 1 to June 30,
inclusive. A successor agency may only amend the amount requested for payment of approved
enforceable obligations. The revised [ROPS] shall be approved by the oversight board and
submitted to the department by electronic means in a manner of the department’s choosing. The
department shall notify the successor agency and the county auditor-controller as to the outcome
of the department’s review at least 15 days before the date of the property tax distribution”; and

WHEREAS, the Successor Agency has submitted to the Orange Countywide Oversight
Board an amendment to ROPS FY 2023-24 reflecting additional payments for City-Agency loan
repayments; and

WHEREAS, the objective of this Orange Countywide Oversight Board resolution is to
authorize, make findings, and approve the Successor Agency’s amendment of ROPS FY 2023-24
to correct and increase Line Item 102 as reflected on the amendment to the Successor Agency’s
ROPS FY 2023-24 attached as Attachment No. 1 to this resolution and fully incorporated herein
by this reference; and

WHEREAS, the Orange Countywide Oversight Board has reviewed and considered the
Successor Agency’s amendment of ROPS FY 2023-24, and desires to make certain findings,
including: (i) amendment is necessary to pay a DOF-approved enforceable obligation on ROPS
FY 2023-24 during the “B” fiscal period, (i1) ROPS FY 2023-24, as amended, is approved, (ii1)
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the Successor Agency or City staff are authorized to post ROPS FY 2023-24, as amended, on the
City’s website, and (iv) staff is directed to transmit ROPS FY 2023-24, as amended, to the DOF,
pursuant to the Dissolution Law;

NOW, THEREFORE, BE IT RESOLVED BY THE ORANGE COUNTYWIDE
OVERSIGHT BOARD:

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

SECTION 2. The Orange Countywide Oversight Board hereby finds the revision set
forth in amended ROPS FY 2023-24 for funds to be distributed from the Redevelopment
Property Tax Trust Fund (RPTTF) for the fiscal period January 1, 2024 to June 30, 2024 is
necessary to pay DOF-approved enforceable obligations for such ROPS 2023-24 period; in
particular, the amendment is to correct and increase the RPTTF authorized for disbursement to
the Successor Agency and payment by the Successor Agency for Line Item 102.

SECTION 3. Under the Dissolution Law, the Orange Countywide Oversight Board
approves the ROPS 2023-24, as amended, (Attachment No. 1); provided however, that the ROPS
2023-24, as amended, is approved subject to the condition that such ROPS, as amended, is to be
submitted to and reviewed by the DOF. Further, the Executive Director of the Successor Agency
and his authorized designees, in consultation with legal counsel, shall be authorized to discuss
this matter with the DOF and make augmentations, modifications, additions or revisions as may
be necessary or directed by DOF.

SECTION 4. The Orange Countywide Oversight Board authorizes transmittal of ROPS
2023-24, as amended, to the DOF.

SECTION 5. The Executive Director of the Successor Agency and his authorized
designees directed to post this Resolution, including the ROPS 2023-24, as amended, on the
City’s website.

SECTION 6. The approval of the amendment to the ROPS through this Resolution does
not commit the Orange Countywide Oversight Board to any action that may have a significant
effect on the environment. As a result, such action does not constitute a project subject to the
requirements of the California Environmental Quality Act.

SECTION 7. Under Section 34179(h) written notice and information about certain
actions taken by the Orange Countywide Oversight Board shall be provided to the DOF by
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electronic means and in a manner of DOF’s choosing. The Orange Countywide Oversight
Board’s action shall become effective five (5) business days after notice in the manner specified
by the DOF unless the DOF requests a review.

SECTION 8. This Resolution shall take effect immediately upon its adoption.
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Huntington Beach
ROPS 2023-24 Amended

Summary Detail

S ission

Authorized Requested
Requested Funding for Obligations Amounts Adjustments Amended Total
A Obligations Funded as Follows (B+C+D) 0 0 0
B Bond Proceeds 0 0 0
c Reserve Balance 0 0 0
D Other Funds 0 0 0
E (R:::;';;"(':';’"t PRSI Tax TSt Fud 3,520,500 10,000,000 13,520,500
F RPTTF 3,395,500 10,000,000 13,395,500
G Administrative RPTTF 125,000 0 125,000
H  Current Period Obligations (A+E) 3,520,500 10,000,000 13,520,500




Huntington Beach
ROPS 2023-24 Amended

Summary, Detail

Filter

ltem #

21

29

30

50

64

76

77

78

79

20

Obligation Name
TOTAL

Hyatt Regency
Huntington Beach
Project

2002 Tax Allocation
Refunding Bonds

1999 Tax Allocation
Refunding Bonds

2002 Tax Allocation
Refunding Bonds

1999 Tax Allocation
Refunding Bonds

2002 Tax Allocation
Refunding Bonds

1999 Tax Allocation
Refunding Bonds

Emerald Cove 2010
Series A Lease
Revenue Refunding
Bonds

Strand Hotel and
Mixed-Use Project,
Parking &
Infrastructure

Strand Project
Additional Parking

Pacific City - Very Low
Income Units

Abdelmudi Owner
Participation
Agreement/Rent
Differential Agreement

Bella Terra Parking
Infrastructure Property
Tax Sharing
Agreement

Bella Terra Phase |l
Property Tax Sharing
Agreement

Enforcement of
Successor Agency
dissolution
compliance and
maonitoring per AB
1X26 and AB1484

Successor Agency
Financial Statement
Audit

Waterfront Hyatt
Regency Hotel (Parcel
5), Waterfront Hilton
Hotel/Parcel C (Parcel
6and7)

Waterfront Hyatt
Regency Hotel (Parcel
5), Waterfront Hilton
Hotel/Parcel C (Parcel
6and7)

Waterfront Hyatt
Regency Hotel (Parcel
5), Waterfront Hilton
Hotel/Parcel C (Parcel
6and7)

Land Sale Emerald
Cove

Unfunded CalPERS
Pension Liabilities

Submission

Obligation Type

OPA/DDA/Construction

Bonds Issued On or
Before 12/31/10

Bonds Issued On or
Before 12/31/10
Fees

Fees

Fees

Fees

Bonds Issued On or

Before 12/31/10

OPA/DDA/Construction

OPA/DDA/Construction

OPA/DDA/Construction

OPA/DDA/Construction

OPA/DDA/Construction

OPA/DDA/Construction

Admin Costs

Dissolution Audits

Project Management
Costs

Project Management
Costs

Project Management
Costs

City/County Loan (Prior
06/28/11), Property
transaction

Unfunded Liabilities

Total
Outstanding
Balance

31,792,044

2,575,000

1,190,000

500

500

1,600

1,600

6,837,845

4970141

337,219

3,487,056

12,130,583

250,000

10,000

Bond
Proceeds

Reserve
Balance

AUTHORIZED AMOUNTS

Other
Funds

RPTTF

3,395,500

19,500

9,000

1,939,365

1,417,635

10,000

Admin
RPTTF

125,000

Total
Authorized

3,520,500

19,500

9,000

1,939,365

1,417,635

10,000

Band
Proceeds

REQUESTED ADJUSTMENTS

Reserve
Balance

Other
Funds

RPTTF
10,000,000

Admin
RPTTF

Export to Excel
Total
Adjusted Notes
10,000,000



liem #

9%

92

93

95

%6

97

98

%9

100

et

02

Gbligation Name

Unfunded
Supplemental
Retirement Fiabilities
Unfunded OPEB
Liabllities

Land Sale Emerald
Tove

Huntington Center
Redevelopment Plan
development

Maln-Pler
Redevelopment
Project Phase I

Drevelopment of
Downtawn Main-Pier
project area

Third Block West
cammercisl/residential
project

Second flack Alley
and Street
improvement Project

Strand Project

Plerside
Hotel/Retail/Parking
Structure Project

Waterfront
Commetclal Master
Site Plan

Strand Project

Operative Agreement
for the Huntinglon
Beach Redevalopment
Project

Totat
Ouitsianding Bond
fbligation Type Balance Progaads

Uafunded tiabilities N -

Unfunded i labilities - -

Ciy/County Loan (Prior -
06/28/11), Property
transaction

Gity/Caunty Loan [Prior - -
0&/28/11), Property
trahsaction

City/Gaunty Loan {Prior - -
06/28/11), Progery
transaction

City/County Loan {Prior - -
06/28/11), Property
transaction

City/County Loan {Prier - -
06/28/11), Property
transaction

City/County Loan (Prier - -
06/28/11), Froperty
transaction

City/County Loan {Prior - -
06/28/11), Property
transaction

City/County Loan (Pror - -
06/28/31), Property
transactian

City/County Loan (Prior - -

06/28/11}, Proparty
transaction

CityfCounty Loan [Prior - -
06/28/11), Property
transaction

City/County Loan {Prior - -
06/28/11), Qther

Reserve
Batance

AUTHORIZED AMOUNTS
Other
Funds RPTTF

Adrmin
RPTTF

Total
Authorized

Bond
Proceeds

REQUESTED ARJUSTMENTS

Reserva
Balance

Other
Funds

RPTTE

10,000,000

Adriln
RPTTF

Total
Adusted

10,000,000

Motes

Approved as
an
enforceable
obfigation
by DOF in
letter dated
05/19/2023.



RESOLUTION NO. 2023-03

A RESOLUTION OF THE SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY
OF THE CITY OF HUNTINGTON BEACH APPROVING AN AMENDED RECOGNIZED
PAYMENT OBLIGATION SCHEDULE 23-24B FOR THE FY 2023-24 FISCAL PERIOD OF
JANUARY 1, 2024 TO JUNE 30, 2024, SUBJECT TO SUBMITTAL TO, AND REVIEW BY
THE OVERSIGHT BOARD AND THE STATE DEPARTMENT OF FINANCE UNDER
CALIFORNIA HEALTH AND SAFETY CODE, DIVISION 24, PART 1.85; AND,
AUTHORIZING THE POSTING AND TRANSMITTAL OF THE ROPS

WHEREAS, the former Huntington Beach Redevelopment Agency (“Former Agency”)
previously was a community redevelopment agency that was previously organized and existing
under the California Community Redevelopment Law, Health and Safety Code Section 33000, ef
seq., and previously authorized to transact business and exercise powers of a redevelopment
agency pursuant to action of the City Council of the City of Huntington Beach (“City”); and

WHEREAS, Assembly Bill x1 26 added Parts 1.8 and 1.85 to Division 24 of the
California Health and Safety Code, which caused the dissolution of all redevelopment agencies
and wind down of the affairs of former agencies, including as such laws were amended by
Assembly Bill 1484 and by other subsequent legislation (“Dissolution Law”); and

WHEREAS, as of February 1, 2012 the Agency was dissolved pursuant to the
Dissolution Law, and as a separate public entity, corporate and policy the Successor Agency to
the Huntington Beach Redevelopment Agency (“Successor Agency”) administers the
enforcement obligations of the Former Agency and otherwise unwinds the Former Agency’s
affairs; all subject to the review and approval by an oversight board (“Oversight Board”); and

WHEREAS, Section 34179 provides that the Oversight Board has fiduciary
responsibilities to holders of enforceable obligations and the taxing entities that benefit from
distributions of property tax and other revenues pursuant to Section 34188 of Part 1.85 of the
Dissolution Law; and

WHEREAS, Section 34177(m), 34177(0) and 34179 provide that each ROPS is
submitted to, review and approved by the Successor Agency and then reviewed and approved by
the Oversight Board final review and approval by the State Department of Finance (“DOF”); and

WHEREAS, Section 34177(0)(1)(E) of the Dissolution Law authorizes that “[o]nce per
period, and no later than October 1, a successor agency may submit one amendment to the
[ROPS] approved by the department pursuant to this subdivision, if the oversight board makes a
finding that a revision is necessary for the payment of approved enforceable obligations during
the second one-half of the [ROPS] period, which shall be defined as January 1 to June 30,
inclusive. A successor agency may only amend the amount requested for payment of approved
enforceable obligations. The revised [ROPS] shall be approved by the oversight board and
submitted to the department by electronic means in a manner of the department’s choosing. The
department shall notify the successor agency and the county auditor-controller as to the outcome
of the department’s review at least 15 days before the date of the property tax distribution”; and




RESOLUTION NO. 2023-03

WHEREAS, pursuant to Sections 34179.6 and 34177(I)(2)(B), the Successor Agency is
required to submit the ROPS to the DOF with copies to the County Administrative Officer, the
County Auditor-Controller, and the State Controller’s Office at the same time that the Successor
Agency submits the ROPS to the Oversight Board for review; and

WHEREAS, the Successor Agency has reviewed the draft Amended ROPS 23-24 B and
desires to approve the Amended ROPS 23-24 B and to authorize the Successor Agency staff to
transmit the Amended ROPS to the Oversight Board; and

NOW, THEREFORE, the City Council of the City of Huntington Beach does hereby
resolve as follows:

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

SECTION 2. Pursuant to the Dissolution Law, the Successor Agency approves the
Amended ROPS 23-24 B, which schedule is incorporated herein by this reference; provided
however, that the Amended ROPS 23-24 B is approved subject to transmittal of the Amended
ROPS to the Oversight Board for review and approval with copies of the Amended ROPS to be
sent concurrently to the DOF, the County Administrative Officer, the County Auditor-Controller,
and the State Controller’s Office. Further, the Community and Economic Development Director,
or her designee, in consultation with legal counsel, is hereby authorized to make augmentations,
modifications, additions or revisions as may be necessary or directed by DOF, and changes, if
any, will be reported back to the Successor Agency and the Oversight Board.

SECTION 3. After approval by the Oversight Board, the Successor Agency authorizes
transmittal of the approved Amended ROPS 23-24 B to the DOF, the County Administrative
Officer, the County Auditor-Controller, and the State Controller’s Office.

SECTION 4. The Chief Finance Officer, or her designee, is directed to post this
Resolution, including the Amended ROPS 23-24 B, on the City/Successor Agency website
pursuant to the Dissolution Law.

SECTION 5. The Secretary of the Successor Agency shall certify to the adoption of this
Resolution.

111
/11
/11
111
11
/11
/11
/11
/11

23-13370/317837




RESOLUTION NO. 2023-03

PASSED AND ADOPTED by the Successor Agency to the Redevelopment Agency of
the City of Huntington Beach at a regular meeting thereof held on the 5" day of September 2024.

T D

Chairperson

REVIEWEDAND APPROVED:

ExecutweW

APPROVED AS TO FORM.:

W %

eneral Legal Counsel

23-13370/317837



RESOLUTION NO. 2023-03

EXHIBIT A
RECOGNIZED OBLIGATION PAYMENT SCHEDULE 23-24 B
FOR THE SIX-MONTH FISCAL PERIOD JANURY 1, 2024 TO JUNE 30, 2024

(attached)

23-13370/317837




Huntington Beach
ROPS 2023-24 Amended

Summary, Detail Submission
Authorized Requested
Requested Funding for Obligations Amounts Adjustments Amended Total
A Obligations Funded as Follows (B+C+D) 0 0 0
B Bond Proceeds 0 0 0
C Reserve Balance 0 0 0
D Other Funds 0 0 0
E (R::ﬂi';g:':m Beaperfy Tex THist FiId 3,520,500 10,000,000 13,520,500
F RPTTF 3,395,500 10,000,000 13,395,500
G Administrative RPTTF 125,000 0 125,000
H  Current Period Obligations (A+E) 3,520,500 10,000,000 13,520,500




Huntington Beach

ROPS 2023-24 Amended

Summary,

Filter

Item #

12

14

15

17

21

29

30

50

64

76

77

78

79

90

Obligation Name
TOTAL

Hyatt Regency
Huntington Beach
Project

2002 Tax Allocation
Refunding Bonds

1999 Tax Allocation
Refunding Bonds

2002 Tax Allocation
Refunding Bonds

1999 Tax Allocation
Refunding Bonds

2002 Tax Allocation
Refunding Bonds

1999 Tax Allocation
Refunding Bonds

Emerald Cove 2010
Series A Lease
Revenue Refunding
Bonds

Strand Hotel and
Mixed-Use Project,
Parking &
Infrastructure

Strand Project
Additional Parking

Pacific City - Very Low
Income Units

Abdelmudi Owner
Participation
Agreement/Rent
Differential Agreement

Bella Terra Parking
Infrastructure Property
Tax Sharing
Agreement

Bella Terra Phase Il
Property Tax Sharing
Agreement

Enforcement of
Successor Agency
dissolution
compliance and
monitoring per AB
1X26 and AB1484

Successor Agency
Financial Statement
Audit

Waterfront Hyatt
Regency Hotel (Parcel
5), Waterfront Hilton
Hotel/Parcel C (Parcel
6and7)

Waterfront Hyatt
Regency Hotel (Parcel
5), Waterfront Hilton
Hotel/Parcel C (Parcel
6and7)

Waterfront Hyatt
Regency Hotel (Parcel
5), Waterfront Hilton
Hotel/Parcel C (Parcel
6and7)

Land Sale Emerald
Cove

Unfunded CalPERS
Pension Liabilities

Detai

Submission
Total
Outstanding
Obligation Type Balance

31,792,044
OPA/DDA/Construction -
Bonds Issued On or 2,575,000
Before 12/31/10
Bonds Issued On or 1,190,000
Before 12/31/10
Fees 500
Fees 500
Fees 1,600
Fees 1,600
Bonds Issued On or 6,837,845
Before 12/31/10
OPA/DDA/Construction 4,970,141
OPA/DDA/Construction 337,219
OPA/DDA/Construction -
QOPA/DDA/Construction -
OPA/DDA/Construction 3,487,056
OPA/DDA/Construction 12,130,583
Admin Costs 250,000
Dissolution Audits 10,000

Project Management
Costs

Project Management
Costs

Project Management
Costs

City/County Loan (Prior
06/28/11), Property
transaction

Unfunded Liabilities

Bond
Proceeds

Reserve
Balance

AUTHORIZED AMOUNTS

Other
Funds

RPTTF

3,395,500

19,500

9,000

1,939,365

1,417,635

10,000

Admin
RPTTF

125,000

Total
Authorized

3,520,500

19,500

9,000

1,939,365

1,417,635

10,000

Bond
Proceeds

REQUESTED ADJUSTMENTS

Reserve
Balance

Other
Funds

RPTTF
10,000,000

Admin
RPTTF

Export to Excel
Total
Adjusted Notes
10,000,000



Item #

N

92

93

95

96

97

98

9%

100

101

102

103

104

Gbligation Name

Unfunded
Supplemental
Retirement Liabilities

Unfunded OPEB
Liabilities

Land Sale Emerald
Cove

Huntington Center
Redevelopment Plan

Obligation Type
Unfunded Liabilities

Unfunded Liabilities

City/County Loan {Prior
06/28/11), Property
transaction

City/County Loan {Prior
06/28/11), Property

Main-Pler
Redevelopment
Project Phase I

Development of
Downtown Main-Pler
project area

Third Block West
commerciai/residential
project

Second Block Alley
and Street

City/County Loan {Prior
06/28/11), Property
transaction

City/County Loan (Prior
06/28/11), Property
transaction

City/County Loan {Prior
06/28/11), Property
transaction

City/County Loan {Prior
06/28/11), Property

p Project

Strand Project

Pierside
Hotel/Retall/Parking
Structure Project

Waterfront
Commercial Master
Site Plan

Strand Project

Operative Agreement
for the Huntington
Beach Redevelopment
Project

City/County Loan (Prior
06/28/11), Property
transaction

City/County Loan {Prior
06/28/11), Property
transaction

City/County Loan (Prior
06/28/11), Property
transaction

City/County Loan (Prior
06/28/11), Property
transaction

City/County Loan (Prior
06/28/11), Other

Total

Outstanding

Balance

Bond
Proceeds

Reserve
Balance

AUTHORIZED AMOUNTS

Other
Funds

RPTTF

Admin
RPTYF

Yotal
Authorized

Bond
Proceeds

REQUESTED ADJUSTMENTS

Reserve
Balance

Other
Funds

RPTTF

10,000,000

Admin
RPTTF

Total
Adjusted

10,000,000

Notes

Approved as
an
enforceable
obligation
by DOF in
letter dated
05/19/2023.




Successor Agency
Res. No. 2023-03

STATE OF CALIFORNIA
COUNTY OF ORANGE ) ss:
CITY OF HUNTINGTON BEACH )

I, ROBIN ESTANISLAU the Clerk of the Successor Agency to the
former City of Huntington Beach Redevelopment Agency, Huntington Beach,
California, DO HEREBY CERTIFY that the foregoing resolution was duly adopted
by The Successor Agency to the Redevelopment Agency of the City of Huntington
Beach at a regular meeting held on September 5, 2023 and that is was so
adopted by the following vote:

AYES: Board Members: Kalmick, Moser, Van Der Mark, Strickland,
McKeon, Bolton, Burns

NOES: Board Members: None

ABSENT: Board Members: None

ABSTAIN: Board Members: None

Mm Lotanatad

Clerk of The Successor Agency to
the Redevelopment Agency of the
City of Huntington Beach, California




SUPERIOR COURT OF CALIFORNIA

COUNTY OF SACRAMENTO
HRG DATE / TIME |February 17, 2023 / 2:00 P.M. DEPT. NO. 32
JUDGE James P. Arguelles 'CLERK Ward

City of Huntington Beach, a California charter city, et Case No.: 34-2018-80002876
al.,

Petitioners/Plaintiffs,
V.

Edmund G. Brown, Jr., individually and in his official
capacity as Governor of the State of California, et al.,

Respondents/Defendants.

Nature of Proceedings: Amended Petition for Writ of Mandamus; iVlotion to Strike —
Combined Final Ruling

The petition after remand is GRANTED, and a writ of mandate shall issue directing Respondent
Department of Finance (DOF} to treat the Waterfront Loan on Petitioner City of Huntington
Beach as Successor Agency’s {Successor Agency) Recognized Obligation Payment Schedule
(ROPS) for the period July 2017 through July 2018 as an enforceable obligation.

The motion to strike is GRANTED.
Petitioners’ request for judicial notice is unopposed and GRANTED.

The documentation attached by exhibit to Petitioners’ reply brief is stricken as Respondent has
not had the opportunity to respond.

Introduction

On May 25, 2022, the Court entered a judgment in this case granting in part and denying in part
the First Amended Petition and Complaint (Petition) of petitioners City of Huntington Beach
{City), the Successor Agency to the Dissolved Huntington Beach Redevelopment Agency
{Former RDA), and the City of Huntington Beach Housing Authority {collectively “Petitioners”).

Pursuant to the judgment, the Court issued a writ of mandate commanding DOF, among other
-
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things, to reconsider whether the so-called Waterfront Loan Agreement {(“Waterfront Loan” or
“Agreement”) between the City and the Former RDA constituted an “enforceable obligation”
pursuant to the Dissolution Law in the Health and Safety Code.! DOF had determined that the
Waterfront Loan was not an enforceable obligation, but the Court rejected DOF’s rationale.
The Court remanded for DOF to decide whether the Waterfront Loan contained a genuine
obligation “to pay,” which is required for it to qualify as an enforceable loan agreement.

On remand, Petitioners tendered new documentation in an attempt demonstrate that the

Waterfront Loan was an enforceable loan agreement. DOF once again determined that the
Woaterfront Loan was not enforceable.

Petitioners now ask the Court to issue a further writ of mandate directing DOF to treat the -
Waterfront Loan as an enforceable obligation supporting the allocation of tax revenues. DOF

.opposes. in addition, DOF moves for an order striking from the administrative record on
remand certain financial records that Petitioners have provided to the Court but failed to
provide to DOF below.

Factual and Procedural Background

As previously detailed in the Court’s April 21, 2022 final merits ruling, the Waterfront Loan is
memorialized in a written agreement between the City and the Former RDA. This document,
executed in 1988, describes the City’s sale of real property to the Former RDA for a price of
$22.4 million. The property is located within the “Main-Pier Project Area,” and the transfer was
made to facilitate development within this area. The City deeded the property to the Former
RDA in 1989. Subject to the City granting an extension, the former RDA was required to repay
the loan in 1988. The written agreement provides:

This Agreement constitutes an indebtedness of the [Former RDA] incurred in carrying
out the Project and a pledging of the tax allocations from the project to repay such
indebtedness ... provided, however, that such pledge of tax allocations shall always be
subordinate and subject to the right of the [Former RDA] to pledge or commit tax
allocations from the Project to repay bonds or other indebtedness incurred by the
[Former RDA] in carrying out the Project.

In 1988, the City granted the Former RDA an extension of undefined duration, and the
extension triggered a 10-percent interest rate.

Under the Dissolution Law, the Successor Agency received a finding of completion in May 2014.
In 2017, the Successor Agency’s oversight board issued resolutions finding that the Waterfront

n its final merits ruling dated April 21, 2022, the Court examined the Dissolution Law in some detail.
For the sake of brevity, the Court does not reprint that examination here and instead incorporates its
April 21, 2022 final merits ruling by reference.
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Loan had been made for legitimate redevelopment purposes, and that the loan was an
enforceable obligation. The Successor Agency then tendered its ROPS 17-18. The Successor
Agency provided DOF with financial records showing that between 1989 and 2011, the Former
RDA made payments on various City loans, and that $14.78 million of these payments were the
Waterfront Loan’s pro rata share. DOF objected to the Waterfront Loan. After meeting and
conferring with the City, DOF formally disapproved the Waterfront Loan.

Petitioners then filed this action and sought, among other things, a writ of mandate directing
DOF to treat the Waterfront Loan as an enforceable obligation. As noted above, the Court
remanded for DOF to decide whether the Waterfront Loan contained a genuine obligation to
pay. (See Health & Safety Code § 34191.4, subd. (b)(2)(B) [enforceable loan agreements include
transfers of real property interests from a sponsor entity to a redevelopment agency provided
that redevelopment agency was “obligated to pay ... for the real property interest”].)?

On May 25, 2022, the City provided DOF with additional documentation in an attempt to
demonstrate that the Waterfront Loan had to be repaid by a date certain. On August 24, 2022,
DOF determined once again that the Waterfront Loan was not an enforceable obligation. DOF
proffered three grounds for the determination: 1) the Agreement is unenforceable because it
allows the Former RDA to make payments in perpetuity, if at all, and thus does not create an
actual obligation to pay; 2) the City's additional documentation does not contain the sort of
evidence that the Court indicated was relevant; and 3) although legislation post-dating the
Waterfront Loan imposed deadlines for redevelopment agencies to pay on debt and make final
payments, the legislation does not affect the Former RDA’s contractual right to limit or avoid
repayment. (See Exh. A to DOF’s Return to Writ of Mandate, p. 2.)

This proceeding for a further writ of mandate followed.

Standards of Review

The Court reviews DOF’s treatment of items on a ROPS pursuant to Code of Civil Procedure
Section 1085. “A traditional writ of mandate under Code of Civil Procedure section 1085 is a
method for compelling a public entity to perform a legal and usually ministerial duty.”” (Vallejo
Police Officers Assn. v. City of Vallejo (2017) 15 Cal.App.5th 601, 611.)

Ordinary mandate is used to review an adjudicatory decision when an agency is not
required to hold an evidentiary hearing. [Citation.] The scope of review is limited, out
of deference to the agency's authority and presumed expertise: "The court may not
reweigh the evidence or substitute its judgment for that of the agency. [Citation.] . ..
‘A court will uphold the agency action unless the action is arbitrary, capricious, or
lacking in evidentiary support.’”

2 Undesignated statutory references shall be to the Health and Safety Code.
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(Stone v. Regents of Univ. of Calif. (1999) 77 Cal.App.4th 736, 745.) While the court accords
“weak deference” to an agency's statutory interpretation of its governing statutes “where its
expertise gives it superior qualifications to do so,” the issue is ultimately subject to de novo
review. (City of Brentwod v. Campbell (2015) 237 Cal.App.4th 488, 500.)

Discussion

The Motion to Strike

The supplemental administrative record that Petitioner lodged in this proceeding after remand
includes the Former RDA’s financial statements for 1988 and 1989. (Supp. AR 62-84; 89-116.)
Petitioners did not tender these documents for DOF’s consideration before DOF it issued its
August 24, 2022 decision. (See Exh. B to Ferrari Decl,, 1] 4.) Accordingly, DOF moves the Court
to strike these statements from the supplemental administrative record.

In their reply brief on the merits, Petitioners argue, not that they provided DOF with the
disputed documents, but that the documents simply convey information that Petitioners had
previously submitted to DOF, i.e., before the Court remanded for further proceedings on the.
Waterfront Loan. The administrative record before the Court when it issued its April 21, 2022
merits ruling, which presumably includes the documents that Petitioners submitted to DOF
ariginally, is no longer in the Court’s possession.

The Court declines to consider extra-record evidence that was not presented to DOF. (See
Golden Drugs Co., inc. v. Maxwell-Jolly (2009} 179 Cal.4th 1455, 1468-70.) DOF’s motion to
strike Exhibits 3 and 5 from the supplemental administrative record is granted.

In any event, and consistent with the analysis below, even if the Court were to consider the
financial statements in question, it would not alter the outcome. Petitioners tender the
financial statements to establish that the Former RDA lacked sufficient tax revenue to pay the
$22.4 million debt in 1988, and that the City effectively granted the Former RDA an extension
to repay the loan. The Court, however, determined in its April 21, 2022 ruling that the Former
RDA had received an extension. Therefore, neither the extension nor the need for it are
currently at issue. :

The Enforceability of Waterfront Loan

The principal question before the Court is whether, notwithstanding that the Agreement
contains no repayment deadline and subordinates the Former RDA’s pledge of Main-Pier
Project tax revenues to repayment of other debts supporting the Main-Pier Project, the
Agreement nonetheless obligated the Fermer RDA “to pay” pursuant to Section 34191.4,
subdivision (b)(2)(B). In its April 21, 2022 merits ruling, the Court expressed the view that the
existence of a genuine obligation to pay turned in part on whether the Agreement allowed for
payments into perpetuity. In turn, the Court indicated that whether the Agreement allowed for
perpetual payments depended on the ratio between Main-Pier Project tax allocations and other
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Main-Pier Project indebtedness. The Court tendered this ratio on the theory that, even though
the Agreement does not express a repayment deadline, perhaps if the parties understood how
much tax increment revenue would remain available to the Former RDA periodically after it
paid its other project debts, they could have reached a tacit understanding about the likely
deadline on repayment. The Court agrees with DOF that the documents submitted for DOF’s
consideration on remand do not provide any insight into this ratio. Nor do the documents
establish that the Agreement requires the Former RDA to repay the loan in any amount at any
time.

Based on its further review of the express terms of the Dissolution Law, however, the Court
concludes that the Legislature intended for the Agreement to qualify as an enforceable loan for
the transfer of real property.

“The fundamental objective of statutory interpretation is to determine the Legislature's
intent.”” {City of Oakland v. Department of Finance (2022) Cal.App.5th 79 431, 443-444.) The
Court begins with the statutory text, which is the best indicator of legislative intent. {See San
Diegans for Open Gov’t v. Public Facilities Financing Auth. of City of San Diego (2019) 8 Cal.5th
733, 740.) The Court considers a provision of a statute within the context of the statute and the
statutory scheme of which it is a part. {See City of Petaluma v. Cohen {(2015) 238 Cal.App.4th
1430, 1440.) If the text is clear, then there is nothing to construe, and the Court’s inquiry ends.
(See Lopez v. Sony Electronics, Inc. (2018) 5 Cal.5th 627, 634.) If the text is ambiguous, then the
Court consults a variety of extrinsic aids, including “the ostensible objects to be achieved, the
evils to be remedied, the legislative history, [and] public policy[.]” (Bitner v. Department of
Corrections & Rehab. (2023) 87 Cal.App.5th 1048, 1058.)

Section 34191.4, subdivision (b)(2)(B) predicates an enforceable loan for real property upon the
redevelopment agency’s obligation to pay. Because the Dissolution Law does not define the
terms “obligate” or “to pay,” the Court applies commonly understood meanings. The word
“obligate” means “[t]o bind by legal or moral duty.” (See Black’s Law.Dict. (7th ed. 1999) p.
1101, col. 2.} The verb “to pay” means to give in return for' goods or services, or to discharge a
debt. (See Webster’s 3d New Internat. Dict. (1986) p. 1659.)

The Agreement contains terms consistent with these definitions. it identifies $22.4 million as
the price for the real property, as well as a 10-percent annual interest rate if not paid in 1988.
In addition, the Agreement contains the Former RDA’s pledge of project tax allocations to repay
the loan. The Redevelopment Law contemplated pledges of this kind. (See § 33671
[authorizing redevelopment agencies to pledge of tax increment funds to repay loans]; see also
§ 33671.5 [“Whenever any redevelopment agency is authorized to, and does, expressly pledge
taxes allocated ... to secure, directly or indirectly, the obligations of the agency ... then that
pledge ... shall have priority over any other claim to those taxes not secured by a prior express
pledge of those taxes”].)

Both DOF and the Court have expressed concern about the subordination provisions attached
to the Former RDA’s pledge in the Agreement. The pledge was made “always ... subordinate
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and subject to the right of the [Former RDA] to pledge or commit tax allocations from the
Project to repay bonds or other indebtedness incurred by the [Former RDA] in carrying out the
Project.” Coupled with the lack of any schedule requiring payment of specific sums at specific
points in time, this qualifying language raises the prospect that the Former RDA could simply
pay de miminis amounts, or pay nothing at all, into perpetuity. Several things temper concerns
that the Agreement contains an insufficient payment obligation.

First, as the Court pointed out in its April 21, 2022 merits ruling, the implied covenant of good
faith and fair dealing prevented the Former RDA from incurring additional debt on the Main-
Pier Project solely to avoid paying down the Waterfront Loan. Hence, the Former RDA did not
have unbridled discretion to ignore its payment obligation and associated pledge of tax
increment under the Agreement.

Second, section 34191.4, subdivision (b) accounts for loans with large amounts of accumulated
interest as well as loans lacking reasonable repayment deadlines. Subdivision {b){3) reads, in
relevant part:

If the oversight board finds that the loan is an enforceable obligation, any interest on the
remaining principal amount of the loan that was previously unpaid after the original
effective date of the loan shall be recalculated from the date of origination of the loan as
approved by the redevelopment agency on a quarterly basis, at a simple interest rate of 3
percent. The recalculated loan shall be repaid to the city ... in accordance with a defined
schedule over a reasonable term of years. Moneys repaid shall be applied first to the
principal, and second to the interest.

if the Legislature had meant to exclude as unenforceable loans lopsided by unpaid interest, or
loans without reasonable payment deadlines, then it would not have provided for the
recalculation of interest or the imposition of a reasonable deadline.

Third, the obligation to pay in section 34191.4, subdivision (b)(2)B) stands in contrast with
requirements for other enforceable obligations under the Dissolution Law. Subdivision (b){2)(A)
of the same section defines loan agreements not involving transfers of interests in real
property. These loans must include an obligation to pay “pursuant to a required repayment
schedule.” Although the statute does not define the term “repayment schedule” as used in this
subdivision, is clearly denotes specified sums owed at specified points in time. (Cf. § 34171,
subd. (h) [“Recognized Obligation Payment Schedule” means a documents setting forth
minimum payments and corresponding due dates].) The omission of the term “repayment
schedule” in subdivision (b){2)(B) reflects a legisiative decision to treat loans for interests in real
property differently than other loans. And it specifically reflects an intent not to require
payments of particular amounts at particular times as necessary to establish an enforceable
loan for real property.

The definition of enforceable “loans for money” under section 34171, subdivision (d)(lf(B) also
sheds some light. This subdivision is part of the definition of “enforceable obligation” whether
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or not the successor agency has obtained a finding of completion. Subdivision (d}(1}(B) extends
enforceable obligations to “[lJoans for money borrowed by the redevelopment agency for a
lawful purpose, to the extent they are legally required to be repaid pursuant to a required
repayment schedule or other mandatory loan terms.” (Emphasis added.)® The Legislature was
aware of this language when it subsequently enacted section 34191.4. (See Fermino v. Fedco,
Inc. (1994) 7 Cal.4th 701, 720.) Mandatory loan terms include the terms of repayment. {See
City of Grass Valley v. Cohen (2017) 17 Cal.App.5th 567, 583.) Yet, when the Legislature
enacted section 34191.4, subdivision (b){2)(B), it did not require a repayment deadline.
“Ordinarily, where the Legislature uses a different word or phrase in one part of a statute than
it does in other sections or in a similar statute concerning a related subject, it must be
presumed that the Legislature intended a different meaning.” (Campbell v. Zolin {1995) 33
Cal.App.4th 489, 497} : C

Instead, section 34191.4, subdivision {b}(2){B) requires the former redevelopment agency to
possess an obligation “to pay.” The Agreement contains the Former RDA’s pledge of project tax
increment to pay the $22.4 million purchase price. Although this pledge was made subject to
other project indebtedness, it secured the Former RDA's obligation “to pay.” The Court does
not believe that more was required to establish an obligation within the purview of section
34191.4, subdivision (b){2)(B). As a result, the Agreement contains an obligation to pay, and
DOF should have treated it as an enforceable obligation when the Successor Agency submitted
its ROPS 17-18.

Disposition
The petition after remand is granted, and a writ of mandate shall issue directing DOF to treat
the Waterfront Loan on the Successor Agency’s ROPS 17-18 as an enforceable obligation. DOF
shall file a return no later than 60 days after the writ issues.

The motion to strike is granted.

Pursuant to C.R.C. 3.1312, counsel for Petitioners shall serve and then lodge (1) for the Court’s
signature an amended judgment to which this ruling is attached as Exhibit A and the April 21,

I/

3 These provisions do not apply to loans that a sponsor entity made to its redevelopment agency. (See §
34171, subd. (d){2).)
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2022 ruling is attached as Exhibit B, and (2} for the clerk’s signature a writ of mandate.

Unless otherwise ordered, any administrative record, exhibit, deposition, or other original
document offered in evidence or otherwise presented at trial, will be returned at the
conclusion of the matter to the custody of the offering party. The custodial party must
maintain the administrative record and all exhibits and other materials in the same condition
as received from the clerk until 60 days after a final judgment or dismissal of the entire case
is entered.

SO ORDERED. |

Dated: February 27, 2023
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