OVERSIGHT BOARD
RESOLUTION NO. OB 005-2012

A RESOLUTION OF THE OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE CLOVERDALE
COMMUNITY DEVELOPMENT AGENCY APPROVING THE INDEPENDENT ACCOUNTANT’S REPORTS
PRESENTING THE RESULTS OF THE REVIEWS CONDUCTED PURSUANT TO CALIFORNIA HEALTH & SAFETY
CODE SECTION 34179.5 FOR THE LOW AND MODERATE INCOME HOUSING FUND, AND FOR THE NON-
HOUSING FUNDS AND ACCOUNTS OF THE SUCCESSOR AGENCY

WHEREAS, on December 29, 2011, the California Supreme Court issued its final decision in the litigation
of California Redevelopment Association v. Matosantos, upholding Assembly Bill x1 26 (ABx1 26) and
invalidating Assembly Bill x1 27 (the legislation that would have permitted redevelopment agencies to
continue operation if their sponsoring jurisdiction agreed to make certain payments for the benefit of
schools and special districts). As a result, all California redevelopment agencies were dissolved,
effective February 1, 2012; and

WHEREAS, pursuant to Health and Safety Code § 34173(d), the City of Cloverdale elected to become
the Successor Agency to the Cloverdale Community Development Agency (CCDA) by Resolution No.
003-2012 on January 11, 2012; and

WHEREAS, on June 27, 2012, the Governor signed AB 1484, a budget trailer bill that made substantial
amendments and additions to ABx1 26, the redevelopment dissolution biil. Among other things, AB
1484 added Health and Safety Code § 34173(5), which provides that a successor agency to a
redevelopment agency is a separate public entity from the sponsoring jurisdiction; and

WHEREAS, on July 11, 2012, Resolution No. SA 001-2012 was approved, establishing the Cloverdale
Community Development Successor Agency (Successor Agency), designating officers, and adopting
administrative, governance and operating rules for the Successor Agency; and

WHEREAS, in compliance with AB 1484, the Successor Agency contracted with Pun & McGeady, LLP, a
certified public accountant approved by the County Auditor-Controller, to conduct a “due diligence
review” of both the Housing Fund and of the Non-Housing Funds and Accounts of the former CCDA; and

WHEREAS, on November 5, 2012, the Successor Agency accepted via Resolution No. SA 004-2012 the
Due Diligence Review of the Low and Moderate Income Housing Fund of the former CCDA pursuant to
Health and Safety Code § 34179.5; and

WHEREAS, on December 12, 2012, the Successor Agency accepted via Resolution No. SA 005-2012 the
Due Diligence Review of the Non-Housing Funds and Accounts of the former CCDA, pursuant to Health

& Safety Code § 34179.5; and

WHEREAS, on January 2, 2013, the Oversight Board noticed and convened a session to receive
comments from the public on the Due Diligence Reviews of both the Housing Funds and the Non-
Housing Funds, with no comments noted.

NOW, THEREFORE, BE IT RESOLVED that the Oversight Board to the Successor Agency of the former
Cloverdale Community Development Agency hereby finds and determines:

1. The Recitals set forth above are true and correct, and are incorporated herein by reference.



2. Approves the Independent Accountant’s Report presenting the results of the review conducted
pursuant to Health and Safety Code § 34179.5 for the Low and Moderate Income Housing Fund
(attached and incorporated herein as Exhibit A).

3. Approves the Independent Accountant’s Report presenting the results of the review conducted
pursuant to Health and Safety Code § 34179.5 for the Non-Housing Funds and Accounts (attached
and incorporated herein as Exhibit B).

4. Authorizes the City Manager or designee, on behalf of the Successor Agency, to take all actions
necessary to implement this Resolution, including without limitation, submitting to the Sonoma
County Auditor-Controller or its designee and to the State of California Department of Finance the
determination of the amount of cash equivalents that are available for disbursement to taxing
entities.

5. Declares that if any provision, sentence, clause, section or part of this Resolution is found to be
unconstitutional, illegal or invalid, such finding shall affect only such provision, sentence, clause,
section or part, and shall not affect or impair any of the remaining parts.

Itis hereby certified that the foregoing Resolution No. OB 005-2012 was duly introduced and adopted by
the Oversight Board to the Successor Agency to the Cloverdale Community Development Agency at its
meeting held on the 10™ day of January, 2013, by the following vote:

AYES in favor: Mike Nixon, Vice Chair; Denise Calvert; Carla Howell; Karen Massey; Gus Wolter
NOES:

ABSENT: Carol Giovanatto, Chair; Ricardo Navarrette

ABSTAIN:

APPROVED: ; ATTESTED:

Mike Nixon, Vice Chair Nina D. Regor, Secretary
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INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

To the Oversight Board of the
Cloverdale Community Development Successor Agency
Cloverdale, California

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

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

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in the report. Consequently, we make
no representation regarding the sufficiency of the procedures described below either for the purpose
for which this report has been requested or for any other purpose.

We were not engaged to and did not conduct an audit, the objective of which would be the expression
of an opinion as to the appropriateness of the financial information summarized in Exhibits, as listed in
the table of contents. Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the Successor Agency, the City, the
Sonoma County Auditor-Controller, California State Controller’s Office and the California State
Department of Finance, and is not intended to be, and should not be used by anyone other than these
specified parties. This restriction is not intended to limit distribution of this report, which is a matter of
public record.

i § Me G5y 7

Irvine, California
November 13, 2012
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Citation:

34179.5(c)(1) The dollar value of assets transferred from the former redevelopment agency to the successor agency
on or about February 1, 2012.

Procedures Performed:

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 transferred to the Successor
Agency as of that date.

Results:

The only assets transferred to the Successor Agency on February 1, 2012 were Cash and Investments in
the amount of $518,435. All other assets of the Low and Moderate Income Housing Fund were
transferred to the Housing Successor Agency, effective February 1, 2012.

See Exhibit A for the Successor Agency Asset Listing as of February 1, 2012.
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Citation:

34179.5(c)(2) The dollar value of assets and cash and cash equivalents transferred after January 1, 2011, through
June 30, 2012, by the redevelopment agency or the successor agency to the city, county, or city and county that
formed the redevelopment agency and the purpose of each transfer. The review shall provide documentation of any
enforceable obligation that required the transfer.

Procedures Performed:

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 January 1, 2011 through
January 31, 2012. For each transfer, the Successor Agency should describe the purpose of the
transfer and describe in what sense the transfer was required by one of the Agency’s
enforceable obligations or other legal requirements. Provide this listing as an attachment to
the AUP report.

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

C. For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.
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Results:
The State Controller’s Office has not completed its review of transfers required under California Health
and Safety Code Sections 34167.5 and 34178.8.

Inquired of Finance & Accounting Manager for the City of Cloverdale on October 25, 2012, as to
any asset transfers from the Low and Moderate Income Housing Fund to the city or the county that
formed the RDA for the period from January 1, 2011 through January 31, 2012 and noted the Cherry
Creek and Thyme Square land assets were transferred from the Low and Moderate Income Housing
Fund to the City of Cloverdale in March 2011. See Exhibit B for City Council Resolutions No. 019-2011
and 020-2011, which shows the City Council of the City of Cloverdale approving the transfers.

Reviewed balance sheet as of June 30, 2012, trial balance report for the period February 1, 2012 through
June 30, 2012 and confirmed with Finance & Accounting Manager on October 25, 2012, that there were
no transfers of Low and Moderate Income Housing Fund Assets from the Successor Agency to the city
or county that formed the redevelopment agency for the period from February 1, 2012 through June 30,
2012.

Reviewed trial balance reports, journal entries and confirmed with Finance & Accounting Manager for
the City that all the assets, excluding cash and investments, of the Low and Moderate Income Housing
Fund were transferred to the Housing Successor Agency effective February 1, 2012, however, the
journal entries were not posted until October 25, 2012 and were made retroactive to February 1, 2012.
Similarly, cash and investments were transferred to the Successor Agency effective February 1, 2012
via retroactive journal entries posted October 25, 2012. Noted that new fund numbers were utilized to
record the assets and liabilities received from the Low and Moderate Income Housing Fund upon
RDA dissolution.
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Citation:

34179.5(c)(3) The dollar value of any cash or cash equivalents transferred after January 1, 2011, through June 30,
2012, by the redevelopment agency or the successor agency to any other public agency or private party and the
purpose of each transfer. The review shall provide documentation of any enforceable obligation that required the

transfer.

Procedures Performed:

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:

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for

Results:

goods and services) [from the former redevelopment agency to any other public agency or
to private parties for the period from January 1, 2011 through January 31, 2012. For each
transfer, the Successor Agency should describe the purpose of the transfer and describe in
what sense the transfer was required by one of the Agency’s enforceable obligations or other
legal requirements. Provide this listing as an attachment to the AUP report.

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.

For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.

There were no transfers from the former redevelopment agency to any other public agency or to
private parties for the period from January 1, 2011 through June 30, 2012. Therefore, these procedures
are not applicable.
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Citation:

34179.5(c)(4) The review shall provide expenditure and revenue accounting information and identify transfers
and funding sources for the 2010-11 and 2011-12 fiscal years that reconciles balances, assets, and liabilities of
the successor agency on June 30, 2012 to those reported to the Controller for the 2009-10 fiscal year.

Procedures Performed:
4. Perform the following procedures:

A. Obtain from the Successor Agency a summary of the financial transactions of the
Redevelopment Agency and the Successor Agency in the format set forth in the attached
schedule for the fiscal periods indicated in the schedule. For purposes of this summary, the
financial transactions should be presented using the modified accrual basis of accounting.
End of year balances for capital assets (in total) and long-term liabilities (in total) should be
presented at the bottom of this summary schedule for information purposes.

B. Ascertain that for each period presented, the total of revenues, expenditures, and transfers
accounts fully for the changes in equity from the previous fiscal period.

C. Compare amounts in the schedule relevant to the fiscal year ended June 30, 2010 to the state
controller’s report filed for the Redevelopment Agency for that period.

D. Compare amounts in the schedule for the other fiscal periods presented to account balances
in the accounting records or other supporting schedules. Describe in the report the type of
support provided for each fiscal period.

Results:
Because these procedures required by Section 34179.5(c)(4) pertain to the Successor Agency as a whole,
these procedures will be addressed in the report that is due on December 15, 2012.
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Citation:

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

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

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

Results:

The only assets transferred to the Successor Agency on February 1, 2012 were Cash and Investments in
the amount of $518,435. All other assets of the Low and Moderate Income Housing Fund were
transferred to the Housing Successor Agency, effective February 1, 2012.

See Exhibit C for the Successor Agency Asset Listing as of June 30, 2012.
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Citation:

34179.5(c)(5)(B) An itemized statement listing any amounts that are legally restricted as to purpose and canniot

be provided to

taxing entities. This could include the proceeds of any bonds, grant funds, or funds provided by

other governmental entities that place conditions on their use.

Procedures Performed:

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

A. Unspent bond proceeds:

1.

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.)

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).

Obtain from the Successor Agency a copy of the legal document that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by the Successor Agency as
restricted.

Results:

There

were no unspent bond proceeds in cash and investments in the Redevelopment

Obligation Retirement Fund at June 30, 2012. Therefore, these procedures are not applicable.

B. Gr
i.

iii.

ant proceeds and program income that are restricted by third parties:
Obtain the Successor Agency’s computation of the restricted balances (e.g., total
proceeds less eligible project expenditures).
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).
Obtain from the Successor Agency a copy of the grant agreement that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by the Successor Agency as
restricted.

Results:

There

were no grant proceeds and program income that are restricted by third parties at June

30, 2012. Therefore, these procedures are not applicable.
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C. Other assets considered to be legally restricted:
i. Obtain the Successor Agency’s computation of the restricted balances (e.g., total
proceeds less eligible project expenditures).

ii.  Trace individual components of this computation to related account balances in the
accounting records, or to other supporting documentation (specify in the AUP report a
description of such documentation).

iii. =~ Obtain from the Successor Agency a copy of the legal document that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by Successor the Agency as
restricted.

Results:
There are no other assets considered to be legally restricted at June 30, 2012. Therefore, these
procedures are not applicable.

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

Results:
There are no restricted assets held on June 30, 2012. Therefore, these procedures are not
applicable.
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Citation:

34179.5(c)(5)(C) An itemized statement of the values of any assets that are not cash or cash equivalents. This may
include physical assets, land, records, and equipment. For the purpose of this accounting, physical assets may be
valued at purchase cost or at any recently estimated market value. The statement shall list separately housing-
related assets.

Procedures Performed:
7. Perform the following procedures:

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

Results:
There are no assets as of June 30, 2012 that are not liquid or otherwise available for
distribution. Therefore, these procedures are not applicable.

B. If the assets listed at 7(A) are listed at purchase cost, trace the amounts to a previously
audited financial statement (or to the accounting records of the Successor Agency) and note
any differences.

Results:
There are no assets as of June 30, 2012 that are not liquid or otherwise available for
distribution. Therefore, these procedures are not applicable.

C. For any differences noted in 7(B), inspect evidence of disposal of the asset and ascertain that
the proceeds were deposited into the Successor Agency trust fund. If the differences are due
to additions (this generally is not expected to occur), inspect the supporting documentation
and note the circumstances.

Results:
There are no assets as of June 30, 2012 that are not liquid or otherwise available for
distribution. Therefore, these procedures are not applicable.

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

Results:
There are no assets as of June 30, 2012 that are not liquid or otherwise available for
distribution. Therefore, these procedures are not applicable.
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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.

Procedures Performed:

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.

iv.  Attached as an exhibit to the report the listing obtained from the Successor Agency.
Identify in the report any listed balances for which the Successor Agency was unable to
provide appropriate restricting language in the legal document associated with the
enforceable obligation.

Results:
The Successor Agency does not believe that asset balances need to be retained to satisfy
enforceable obligations.
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B. If the Successor Agency believes that future revenues together with balances dedicated or
restricted to an enforceable obligation are insufficient to fund future obligation payments and
thus retention of current balances is required, obtain from the Successor Agency a schedule of
approved enforceable obligations that includes a projection of the annual spending
requirements to satisfy each obligation and a projection of the annual revenues available to
fund those requirements and perform the following procedures:

i,  Compare the enforceable obligations to those that were approved by the California
Department of Finance. Procedures to accomplish this may include reviewing the letter
from the California Department of Finance approving the Recognized Enforceable
Obligation Payment Schedules for the six month period from January 1, 2012 through
June 30, 2012 and for the six month period July 1, 2012 through December 31, 2012.

ii. Compare the forecasted annual spending requirements to the legal document
supporting each enforceable obligation.

a. Obtain from the Successor Agency its assumptions relating to the forecasted
annual spending requirements and disclose in the report major assumptions
associated with the projections.

iii.  For the forecasted annual revenues:

a. Obtain from the Successor Agency its assumptions for the forecasted annual
revenues and disclose in the report major assumptions associated with the
projections.

Results:

The Successor Agency does not believe 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.

C. If the Successor Agency believes that projected property tax revenues and other general
purpose revenues to be received by the Successor Agency are insufficient to pay bond debt
service payments (considering both the timing and amount of the related cash flows), obtain
from the Successor Agency a schedule demonstrating this insufficiency and apply the following
procedures to the information reflected in that schedule.

i. Compare the timing and amounts of bond debt service payments to the related bond
debt service schedules in the bond agreement.
ii. Obtain the assumptions for the forecasted property tax revenues and disclose major
assumptions associated with the projections.
jii. Obtain the assumptions for the forecasted other general purpose revenues and disclose
major assumptions associated with the projections.

Results:

The Successor Agency does not believe that projected property tax revenues and other general
purpose revenues to be received by the Successor Agency are insufficient to pay bond debt
service payments.
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D. If procedures A, B, or C were performed, calculate the amount of current unrestricted balances
necessary for retention in order to meet the enforceable obligations by performing the following
procedures.

i. Combine the amount of identified current dedicated or restricted balances and the
amount of forecasted annual revenues to arrive at the amount of total resources
available to fund enforceable obligations.

ii.  Reduce the amount of total resources available by the amount forecasted for the annual
spending requirements. A negative result indicates the amount of current unrestricted
balances that needs to be retained.

ifi.  Include the calculation in the AUP report.

Results:
Since procedures A, B, or C were not performed, this procedure is not applicable.
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Citation:

34179.5(c)(5)(E) An itemized list and analysis of any amounts of current balances that are needed to satisfy
obligations that will be placed on the Recognized Obligation Payment Schedules for the current fiscal year.

Procedures Performed:

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

Results:

Reviewed Recognized Obligation Payment Schedules (ROPS) for periods of July 1, 2012 to December
31, 2012 and January 1, 2013 to June 30, 2013 and noted an enforceable obligation to be satisfied by cash
and investments in the Redevelopment Obligation Retirement Fund.

See Exhibit D for schedule 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.
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Citation:

34179.5(c)(6) The review shall total the net balances available after deducting the total amounts described in
subparagraphs (B) to (E), inclusive, of paragraph (5). The review shall add any amounts that were transferred as
identified in paragraphs (2) and (3) of subdivision (c) if an enforceable obligation to make that transfer did not
exist. The resulting sum shall be available for allocation to affected taxing entities pursuant to Section 34179.6. It
shall be a rebuttable presumption that cash and cash equivalent balances available to the successor agency are
available and sufficient to disburse the amount determined in this paragraph to taxing entities. If the review finds
that there are insufficient cash balances to transfer or that cash or cash equivalents are specifically obligated to the
purposes described in subparagraphs (B), (D), and (E) of paragraph (5) in such amounts that there is insufficient
cash to provide the full amount determined pursuant to this paragraph, that amount shall be demonstrated in an
additional itemized schedule.

Procedures Performed:

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

Results:
No exceptions were noted.

See Exhibit E for schedule detailing the computation of the Balance Available for Allocation to Affected
Taxing Entities.

Management Representation Letter

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

Results:
See Exhibit F for Management Representation Letter.



EXHIBITS
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Exhibit E - Summary of Balances Available for Allocation
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For the year ended June 30, 2012

EXHIBIT A
Successor Agency Asset Listing as of February 1, 2012

January 31, 2012 February 1, 2012
Low and Moderate
Income Housing Successor Agency Housing Successor
Fund Fund Agency Fund
ASSETS
Cash and investments $ 518435 % 518,435 % -
Loans receivable 250,000 - 250,000
Total assets $ 768,435 § 518435 $ 250,000

Loans receivable
Loaned to a developer to pay certain predevelopment and rehabilitation costs $ 250,000

Total loans receivable $ 250,000
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EXHIBIT B
Cherry Creek and Thyme Square Land Asset Transfers



CITY OF CLOVERDALE
CITY COUNCIL
RESOLUTION NO. 019-2011

A RESOLUTION OF THE CLOVERDALE CITY COUNCIL APPROVING A REUSE
REPORT PREPARED PURSUANT TO HEALTH AND SAFETY CODE SECTION
33433, APPROVING THE TRANSFER OF THE CHERRY CREEK REAL PROPERTY
BY, AND THE ACQUISITION OF THE CHERRY CREEK REAL PROPERTY FROM,
THE COMMUNITY DEVELOPMENT AGENCY OF THE CITY OF CLOVERDALE,
AUTHORIZING EXECUTION OF A DISPOSITION AND DEVELOPMENT
AGREEMENT AND ADOPTING FINDINGS IN CONNECTION WITH SUCH
CONVEYANCE

WHEREAS, the Community Development Agency of the City of Cloverdale
(“Agency”) is a redevelopment agency formed, existing and exercising its powers pursuant to
California Community Redevelopment Law, Health and Safety Code Section 33000 ef seg.
(“CRL”); and

WHEREAS, on July 20, 1987, by Ordinance No. 316-087, the City Council of the City
of Cloverdale (“City Council”) established the Cloverdale Redevelopment Project Area (the
“Project Area”) and adopted the Redevelopment Plan for the Project Area (as subsequently
amended, the Redevelopment Plan”); and i :

WHEREAS, pursuant to CRL Section 33205, the Agency is authorized to delegate to the
City of Cloverdale (“City”) any of the powers or functions of the Agency with respect to the
undertaking of a redevelopment project, and the City is authorized to carry out and perform such
powers and functions; and : ' :

WHEREAS, pursuant to CRL Sections 33220 and 33437, the City is authorized to: (i)
acquire land from the Agency; (ii) become obligated to use the acquired property for the
purposes specified in the Redevelopment Plan; and (iii) comply with the covenants, conditions
and restrictions imposed by the Agency in conjunction with the sale in order to prevent
speculation and carry out the purposes of the CRL and the Redevelopment Plan; and

. WHEREAS, CRL Section 33430 permits an agency to transfer or otherwise dispose of
its property; and

WHEREAS, City and Agency staff have negotiated the terms and conditions under
which the Agency would transfer, and the City would acquire certain real property located in the
Project Area and identified as Sonoma County Assessor’s Parcel Numbers 001-301-041-000 and
001-301-042-000, commonly referred to as the “Cherry Creek property” (the “Property”) for
redevelopment consistent with the Redevelopment Plan; and

WHEREAS, the Property and the terms and conditions for its redevelopment are more

particularly described in a proposed Disposition and Development Agreement (the “DDA”),
copies of which have been provided to the Agency and the City Council; and
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WHEREAS, as is further set forth below, the land transfer which is the subject of the

DDA has no potential for physical effects on the environment because it involves only the
transfer of ownership of the Property between the Agency and the City, and any future project
affecting or making use of the Property will be fully evaluated at a project level in full
compliance with the California Environmental Quality Act (“CEQA”) and the National
Environmental Protection Act, as applicable, when sufficient physical details regarding site and
proposed design and construction of any future project are available to permit meaningful CEQA
review (see California Code of Regulations, Title 14 (“CEQA Guidelines™), Section
15004(b)(1)). Therefore, approval of the DDA is exempt from review pursuant to CEQA

Guidelines Section 15061(b)(3); and

WHEREAS, CRL Section 33433 provides that prior to a redevelopment agency’s sale or
lease of property acquired with tax increment funds: (i) the agency must prepare and make
available to the public a report (the “Reuse Report™) describing the terms of the conveyance and
development of the property; (ii) the legislative body must hold a public hearing following
notice; and (iii) the legislative body must approve the conveyance by a resolution adopting
specified findings; and

WHEREAS, the consideration for the cdnveyance of the Property will be the City’s
promise to develop the Property consistent with and subject to the covenants and conditions, as
more particularly set forth in the DDA, and to restrict the proceeds of any sale or lease thereof;
and ' ~

WHEREAS, although the conveyance of the Property from the Agency to the City is
neither a sale nor a lease, the Agency has caused a Reuse Report to be prepared; and the Agency
and the City Council have caused notice to be published and have conducted public hearings
consistent with CRL Section 33433 for the purpose of maximizing public notice of the proposed
transfer; and - '

. WHEREAS, the Agency has approved the Reuse Report, has approved the conveyance
of the Property pursuant to the DDA, and has adopted the findings pursuant to CRL Section
33433. '

NOW THEREFORE BE IT RESOLVED that the City Council of the City of
Cloverdale hereby: :

1. Finds that the land transfer which is the subject of the DDA is exempt from CEQA
review pursuant to CEQA Guidelines Section 15061(b)(3) in that it can be seen with
certainty that there is no possibility that the activity in question may have a significant
impact on the environment. The City has discretionary authority whether any project
affecting or making use of the Property will go forward and will not exercise its
discretion regarding any future project until such time as all appropriate CEQA review
has been completed.
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2. Finds that the transfer of the Property in accordance with the DDA will assist in the
elimination of blight in the Project Area, will provide additional affordable housing
within the City, will further the goals of the Redevelopment Plan, and will be consistent
with the implementation plan adopted in connection therewith.

3. Approves the Reuse Report.

4. Approves the Agency’s transfer of the Property to the City and the City’s acquisition of
the Property from the Agency pursuant to the terms and conditions set forth in the DDA,

5. Authorizes the Mayor to execute the DDA, the grant deed for conveyance of the Property
(“Grant Deed”), and the certificate of acceptance (“Certificate of Acceptance”) of the
Grant Deed, substantially in the forms on file with the City Clerk.

6. Authorizes the City Manager to execute such other instruments and to take such other
actions as necessary to carry out the intent of this Resolution.

7. Authorizes the City Clerk or designee to file a Notice of Exemption for the approval of

the DDA with the County Clerk of Sonoma County in conformance with the procedures
provided for the filing of such notices in CEQA and the CEQA Guidelines.

It is hereby certified that the.foregoing Resoltion No. 019-2011 was duly introduced and duly -
adopted by the Cloverdale City Council at a regular meeting held on the 9th day of March, 2011,
by the following vote: 5-ayes, 0-noes

- AYES in favor: Councilmember Palla, Vice Mayor Cox, Councilmember Russell,
Councilmember Maacks and Mayor Wolter

NOES: None
ABSENT: None
ABSAAIN: None

AP : ATTESTED:

@Gus Wolter, Chair ibaldi, Deputy City Clerk/Secretary
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CITY OF CLOVERDALE
CITY COUNCIL
RESOLUTION NQO. 020-2011

A RESOLUTION OF THE CLOVERDALE CITY COUNCIL APPROVING A REUSE
REPORT PREPARED PURSUANT TO HEALTH AND SAFETY CODE SECTION

" 33433, APPROVING THE TRANSFER OF THE THYME SQUARE REAL PROPERTY
BY, AND THE ACQUISITION OF THE THYME SQUARE REAL PROPERTY FROM,

. THE COMMUNITY DEVELOPMENT AGENCY OF THE CITY OF CLOVERDALE,
"AUTHORIZING EXECUTION OF A DISPOSITION AND DEVELOPMENT ’

AGREEMENT, AND ADOPTING FINDINGS IN CONNECTION WITH SUCH
CONVEYANCE

WHEREAS, the Community Development Agency of the City of Cloverdale
(“Agency”) is a redevelopment agency formed, existing and exercising its powers pursuant to
California Community Redevelopment Law, Health and Safety Code Section 33000 ef segq.
(“CRL”); and :

WHEREAS, on July 20, 1987, by Ordinance No. 316-087, the City Council of the City
of Cloverdale (“City Council”) established the Cloverdale Redevelopment Project Area (the
“Project Area’) and adopted the Redevelopment Plan for the Project Area (as subsequently
amended the “Redevelopment Plan”); and

: WHEREAS, pursuant to CRL Section 33205, the Agency is authorized to delegate to the

City of Cloverdale (“City™) any of the powers or functions of the Agency with respect to the
undertaking of a redevelopment project, and the City is authorlzed to carry out and perform such
powers and functions; and

WHEREAS, pursuant to CRL Séctions 33220 and 33437, the City is authorized to: (i)
acquire land from the Agency; (ii) become obligated to use the acquired property for the
purposes specified in the Redevelopment Plan; and (iii) comply with the covenants, conditions
and restrictions imposed by the Agency in conjunction with the sale in order to prevent
speculation and carry out the purposes of the CRL and the Redevelopment Plan; and

WHEREAS, CRL Section 33430 permits an agency to transfer or otherwise dispose of
its property; and

WHEREAS, City and Agency staff have negotiated the terms and conditions under
which the Agency would transfer, and the City would acquire certain real property located in the
Project Area and identified as Sonoma County Assessor’s Parcel Number 001-440-049-000,
commonly referred to as the “Thyme Square property” (the “Property™), for redevelopment
consistent with the Redevelopment Plan; and

WHEREAS, the Property and the terms and conditions for its redevelopment are more

particularly described in a proposed Disposition and Development Agreement (the “DDA”),
copies of which have been provided to the Agency and the City Council; and
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WHEREAS, as'is further set forth below, the land transfer which is the subject of the
DDA has no potential for physical effects on the environment because it involves only the
transfer of ownership of the Property between the Agency and the City, and any future project
affecting or making use of the Property will be fully evaluated at a project level in full
compliance with the California Environmental Quality Act (“CEQA”) and the National
Environmental Protection Act, as applicable, when sufficient physical details regarding site and
proposed design and construction of any future project are available to permit meaningful CEQA
. review (see California Code of Regulations, Title 14 (“CEQA Guidelines”), Section
15004(b)(1)). Therefore, approval of the DDA is exempt from review pursuant to CEQA
Guidelines Section 15061(b)(3); and

WHEREAS, CRL Section 33433 provides that prior to a redevelopment agency’s sale or
lease of property acquired with tax increment funds: (i) the agency must prepare and make
* available to the public a report (the “Reuse Report™) describing the terms of the conveyance and
. development of the property; (ii) the legislative body must hold a public hearing following
notice; and (iii) the legislative body must approve the conveyance by a resolunon adopting
specified findings; and

WHEREAS, the consideration for.the conveyance of the Property will be the City’s
promise to develop the Property consistent with and subject to the covenants and conditions, as
more particularly set forth in the DDA, and to restrict the proceeds of any sale or lease thereof
and

WHEREAS, although the conveyance of the Property from the Agency to the City is
neither a sale nor a lease, the Agency has caused a Reuse Report to be prepared, and the Agency
and the City Council have caused notice to be published and have conducted public hearings
consistent with CRL Section 33433 for the purpose of maximizing public notice of the proposed
transfer; and

WHEREAS, the Agency has approved the Reuse Report, has approved the conveyance
of the Property pursuant to the DDA, and has adopted the findings pursuant to CRL Section
33433.

NOW THEREFORE BE IT RESOLVED that the City Councﬂ of the City of
Cloverdale hereby:

1. Finds that the land transfer which is the subject of the DDA is exempt from CEQA
review pursuant to CEQA Guidelines Section 15061(b)(3) in that it can be seen with
certainty that there is no possibility that the activity in question may have.a significant
impact on the environment. The City has discretionary authority whether any project
affecting or making use of'the Property will go forward and will not exercise its
discretion regarding any future project until such time as all appropriate CEQA review
has been completed.
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2. Finds that the transfer of the Property in accordance with the DDA will assist in the
elimination of blight in the Project Area, will provide additional affordable housing
within the City, will further the goals of the Redevelopment Plan, and will be consistent
with the implementation plan adopted in connection therewith.

3. Approves the Reuse Report.

4. Approves the Agency’s transfer of the Property to the City and the City’s acquisition of
the Property from the Agency pursuant to the terms and conditions set forth in the DDA.

‘5. Authorizes the Mayor to execute the DDA, the grant deed for conveyance of the Property
(“Grant Deed”), and the certificate of acceptance (“Certificate of Acceptance”) of the
Grant Deed, substantially in the forms on file with the City Clerk.

6. Authorizes the City Manager to execute such other instruments and to take such other
actions as necessary to carry out the intent of this Resolution.

7. Authorizes the City Clerk or designee to file a Notice of Exemption for the approval of
the DDA with the County Clerk of Sonoma County in conformance with the procedures
provided for the filing of such notices in CEQA and the CEQA Guidelines.

It is hereby certified that the foregoing Resolution No. 020-2011 was duly introduced and duly
adopted by the Cloverdale City Council at a regular meeting held on the 9® day of March, 2011,
by the following vote: 5-ayes, 0-noes ‘

AYES in favor: Councilmember Palla, Vice Mayor Cox, Councilmember Maacks,
Councilmember Russell and Mayor Wolter

NOES: None

ABSENT: None

ABST, : None
APPRGVED: ' ATTESTED:
5 e
@us Wolter, Chair Jill glaribaldi, Deputy City Clerk/Secretary
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Cloverdale Community Development Successor Agency
Low and Moderate Income Housing
Agreed Upon Procedures - AB 1484
For the year ended June 30, 2012

EXHIBIT C

Successor Agency Asset Listing as of June 30, 2012

ASSETS ‘
Cash and investments as of February 1, 2012
Expenditures:
Debt service expenditures
Wages and employee benefits
Miscellaneous expenditures
Administrative expenditures

Cash and investments as of June 30, 2012
Total assets

Successor Agency
Fund

$ 518,435

(120,112)
(48,924)
(7,002)
(57,483)

284,914

$ 284,914




Cloverdale Community Development Successor Agency
Low and Moderate Income Housing
Agreed Upon Procedures - AB 1484
For the year ended June 30, 2012

EXHIBIT D
Balances Needed to Satisfy ROPS

Description/  Total Outstanding  Total Due During

Project Name / Debt Obligation Payee Project Scope  Debt or Obligation Fiscal Year 2012-13
2006 Tax Allocation Bond (Housing Portion) Bank of New York Mellon Housing Projects  $ 8,958,546 §$ 325,974
Balances needed to satisfy ROPS for the current fiscal year $ 325,974

Successor agency explanation: To make required debt service payments due during the current fiscal year.



Cloverdale Community Development Successor Agency
Low and Moderate Income Housing
Agreed Upon Procedures - AB 1484
For the year ended June 30, 2012

EXHIBIT E
Summary of Balances Available for Allocation

Total amount of assets held by the Successor Agency as of June 30, 2012 (Exhibit C) $ 284,914

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

.governments. -

Less assets that are not cash or cash equivalents (i.e. physical assets) -

Less balances that are legally restricted for the funding of an enforceable
obligation (net of projected annual revenues available to fund those obligations) -

Less balances needed to satisfy ROPS for the current fiscal year (Exhibit D) (325,974)

Add the amount of any assets transferred to the city for which an enforceable
obligation with a third party requiring such transfer and obligating the use

of the transferred assets did not exist -
Amount to be remitted to county for disbursement to taxing entities $ (41,060) *

Note that separate computations are required for the Low and Moderate Income Housing Fund held by the
Successor Agency and for all other funds held by the Successor Agency.

NOTES: For each line shown above, an Exhibit is attached showing the composition of the summarized amount.

* Based on the procedures performed, the Successor Agency has a deficit of $(41,060) in its Low and
Moderate Income Housing Fund. The Successor Agency does not anticipate any additional cash from
taxing entities to cover this deficit.

Balances needed to satisfy ROPS for the current fiscal year exceed cash balances as of June 30, 2012 as
debt service payments on ROPS for the period of July 1, 2012 to December 31, 2012 were estimated
based on the number of months covered on ROPS and actual due dates were not taken into
consideration.



Cloverdale Community Development Successor Agency
Low and Moderate Income Housing
Agreed Upon Procedures - AB 1484
For the year ended June 30, 2012

EXHIBIT F
Management Representation Letter



CiTY OF

CLOVERDALE
Pun & McGeady LLP
6265 Greenwich Drive, Suite 220
San Diego, California 92122

In connection with your engagement to apply agreed-upon procedures relating to the Low and
Moderate Income Housing Fund Due Diligence Review as of June 30, 2012, which were agreed
to by the California State Controller’s Office and the California State Department of Finance,
solely to assist the Oversight Board of the Successor Agency to the Cloverdale Community
Development Agency that our dissolved redevelopment agency is complying with its statutory
requirements with respect to Assembly Bill (“AB”) 1484 and we confirm to the best of our
knowledge and belief, the following representations made to you during your engagement.

1. The City of Cloverdale is responsible for compliance with California Health and Safety Code
(HSC) Section 34179.5.

2. We are responsible for adherence to the requirements of AB 1484 as applicable to the
successor agency and the sponsoring organization of the dissolved redevelopment agency.

3. We are responsible for the presentation of the exhibits in the Low and Moderate Income
Housing Fund Due Diligence agreed-upon procedures report in accordance with the
California Health and Safety Code (HSC) Section 34179.5.

4. AsofJune 30, 2012, we are not aware of any modifications that need to be made to the Low
and Moderate Income Housing Fund Due Diligence Review exhibits for them to be
presented in accordance with California Health and Safety Code Sections 34179.5(c)(1)
through 34179.5(c)(3) and Sections 34179.5(c)(5) through 34179.5(c){6).

5. The City of Cloverdale approves the acceptability of the procedures that have been
developed by the California Department of Finance in accordance with California Health
and Safety Code (HSC) Section 34179.5.

6. We have disclosed to you any known matters contradicting the information contained in the
Low and Moderate Income Housing Fund Due Diligence Review AUP report.

7. There have been no communications from regulatory agencies, internal auditors, and other
independent practitioners or consultants relating to Low and Moderate Income Housing

Fund Due Diligence Review, including communications received between June 30, 2012 and

P.O. Box 217 * 124 North Cloverdale Bivd. * Cloverdale, CA 95425-0217 * Telephone (707) 894-2521 » FAX (707) 894-3451



November 13, 2012.

Pun & McGeady LLP

Management Representation Letter
Page 2

8. We have made available to you all information that we believe is relevant to Low and
Moderate income Housing Fund Due Diligence Review.

9. We have responded fully to all inquiries made to us by you during the engagement.

10. No events have occurred subsequent to June 30, 2012 that would require adjustment to or
modification of the information contained in the Low and Moderate Income Housing Fund
Due Diligence Review AUP report and its related exhibits.

11. 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.

12. Your report is intended solely for the information and use of the City of Cloverdale, the
California Department of Finance, the California State Controller’s Office, and the Sonoma
County Auditor-Controller and is not intended to be and should not be used by anyone
other than those specified parties.

To the best of our knowledge and belief, no events have occurred subsequent to the date of your
report that would have a significant impact upon the agreed upon procedures that you

performed.

City of Cloverdale, as the sponsoring organization and as representatives of the Successor
Agency to the Cloverdale Community Development Agency:

W=N=I

Diana G. Edwards Date
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9 Corporate Park
Suite 130
Irvine, California 92606

Phone: (949) 777-8800
Fax: (949) 777-8850
www.pm-llp.com

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

To the Oversight Board of the
Cloverdale Community Development Successor Agency
Cloverdale, California

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

These procedures applied to all other remaining funds of the Successor Agency and not to the
Successor Agency as a whole. The procedures applied to the Low and Moderate Income Housing Fund
were completed and have issued our report thereon dated November 13, 2012.

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in the report. Consequently, we make
no representation regarding the sufficiency of the procedures described below either for the purpose
for which this report has been requested or for any other purpose.

We were not engaged to and did not conduct an audit, the objective of which would be the expression
of an opinion as to the appropriateness of the financial information summarized in Exhibits, as listed in
the table of contents. Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the Successor Agency, the City of
Cloverdale, the Sonoma County Auditor-Controller, the California State Department of Finance, and
the California State Controller’s Office, and is not intended to be, and should not be used by anyone
other than these specified parties. This restriction is not intended to limit distribution of this report,
which is a matter of public record.

o) § Me G5y T

Irvine, California
January 10, 2013



ATTACHMENT A - AGREED-UPON PROCEDURES AND RESULTS



Cloverdale Community Development Successor Agency
Agreed Upon Procedures - AB 1484 Due Diligence Review
All Other Funds of the Successor Agency

Page 3

Citation:

34179.5(c)(1) The dollar value of assets transferred from the former redevelopment agency to the successor agency
on or about February 1, 2012.

Procedures Performed:

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 transferred to the Successor
Agency as of that date.

Results:

Reviewed trial balance reports and journal entries and noted all assets were transferred from the
former redevelopment agency to the Successor Agency effective February 1, 2012 as journal entries
were posted after February 1, 2012 therefore made retroactive to February 1, 2012. Also noted new
funds were created to account for assets and liabilities of the Successor Agency upon RDA dissolution.

See below for the listing obtained from the Successor Agency of all assets that were transferred from
the former redevelopment agency to the Successor Agency on February 1, 2012.

ASSETS
Cash and investments $ 53,160
Receivables:
Notes 30,176
Loans 64,595
Total Assets $ 147,931
Receivables:
Notes
Theatre rehabilitation $ 30,176
Loans
Performing art 40,000
Construction projects 24,595
Total loans receivable 64,595

Total receivables $ 94,771
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Agreed Upon Procedures - AB 1484 Due Diligence Review
All Other Funds of the Successor Agency
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Citation:

34179.5(c)(2) The dollar value of assets and cash and cash equivalents transferred after January 1, 2011, through
June 30, 2012, by the redevelopment agency or the successor agency to the city, county, or city and county that
formed the redevelopment agency and the purpose of each transfer. The review shall provide documentation of any
enforceable obligation that required the transfer.

Procedures Performed:

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 January 1, 2011 through
January 31, 2012. For each transfer, the Successor Agency should describe the purpose of the
transfer and describe in what sense the transfer was required by one of the Agency’s
enforceable obligations or other legal requirements. Provide this listing as an attachment to
the AUP report.

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

C. For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.

Results:

The State Controller’s Office has not completed its review of transfers required under California Health
and Safety Code Sections 34167.5 and 34178.8. However, there were no transfers from the former
redevelopment agency to the city, county, or city and county that formed the redevelopment agency for
the period from January 1, 2011 through June 30, 2012. Therefore, these procedures are not applicable.
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Agreed Upon Procedures - AB 1484 Due Diligence Review
All Other Funds of the Successor Agency
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Citation:

34179.5(c)(3) The dollar value of any cash or cash equivalents transferred after January 1, 2011, through June 30,
2012, by the redevelopment agency or the successor agency to any other public agency or private party and the
purpose of each transfer. The review shall provide documentation of any enforceable obligation that required the
transfer.

Procedures Performed:

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:

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

B. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for
goods and services) [from the Successor Agency to any other public agency or private
parties for the period from February 1, 2012 through June 30, 2012. For each transfer, the
Successor Agency should describe the purpose of the transfer and describe in what sense the
transfer was required by one of the Agency’s enforceable obligations or other legal
requirements. Provide this listing as an attachment to the AUP report.

C. For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.

Results:

The State Controller’s Office has not completed its review of transfers required under California Health
and Safety Code Sections 34167.5 and 34178.8. However, there were no transfers from the former
redevelopment agency to any other public agency or to private parties for the period from January 1,
2011 through June 30, 2012. Therefore, these procedures are not applicable.
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Citation:

34179.5(c)(4) The review shall provide expenditure and revenue accounting information and identify transfers
and funding sources for the 2010-11 and 2011-12 fiscal years that reconciles balances, assets, and liabilities of
the successor agency on June 30, 2012 to those reported to the Controller for the 2009-10 fiscal year.

Procedures Performed:
4. Perform the following procedures:

A. Obtain from the Successor Agency a summary of the financial transactions of the
Redevelopment Agency and the Successor Agency in the format set forth in the attached
schedule for the fiscal periods indicated in the schedule. For purposes of this summary, the
financial transactions should be presented using the modified accrual basis of accounting.
End of year balances for capital assets (in total) and long-term liabilities (in total) should be
presented at the bottom of this summary schedule for information purposes.

B. Ascertain that for each period presented, the total of revenues, expenditures, and transfers
accounts fully for the changes in equity from the previous fiscal period.

C. Compare amounts in the schedule relevant to the fiscal year ended June 30, 2010 to the state
controller’s report filed for the Redevelopment Agency for that period.

D. Compare amounts in the schedule for the other fiscal periods presented to account balances
in the accounting records or other supporting schedules. Describe in the report the type of
support provided for each fiscal period.

Results:

See Exhibit A for the summary obtained from the Successor Agency 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.
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Citation:

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

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

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

Results:

See below for the listing obtained from the Successor Agency 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.

ASSETS
Cash and investments $ 667,453
Receivables:
Notes 30,176
Loans 67,530
Total Assets $ 765,159
Receivables:
Notes
Theatre rehabilitation $ 30,176
Loans
Performing art 40,000
Construction projects 27,530
Total loans receivable 67,530

Total receivables $ 97,706




Cloverdale Community Development Successor Agency
Agreed Upon Procedures - AB 1484 Due Diligence Review
All Other Funds of the Successor Agency

Page 8

Citation:

34179.5(c)(5)(B) An itemized statement listing any amounts that are legally restricted as to purpose and cannot
be provided to taxing entities. This could include the proceeds of any bonds, grant funds, or funds provided by
other governmental entities that place conditions on their use.

Procedures Performed:

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

A. Unspent bond proceeds:

1. 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.)

2. 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).

3. Obtain from the Successor Agency a copy of the legal document that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by the Successor Agency as
restricted.

Results:
There were no unspent bond proceeds at June 30, 2012. Therefore, these procedures are not
applicable.

B. Grant proceeds and program income that are restricted by third parties:

i

iii.

Obtain the Successor Agency’s computation of the restricted balances (e.g., total
proceeds less eligible project expenditures).

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).

Obtain from the Successor Agency a copy of the grant agreement that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by the Successor Agency as
restricted.

Results:
There were no grant proceeds or program income that is restricted by third parties at June 30,
2012. Therefore, these procedures are not applicable.
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C. Other assets considered to be legally restricted:
i.  Obtain the Successor Agency’s computation of the restricted balances (e.g., total
proceeds less eligible project expenditures).

ii.  Trace individual components of this computation to related account balances in the
accounting records, or to other supporting documentation (specify in the AUP report a
description of such documentation).

iii. ~ Obtain from the Successor Agency a copy of the legal document that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by Successor the Agency as
restricted.

Results:
There are no other assets considered to be legally restricted at June 30, 2012. Therefore, these
procedures are not applicable.

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

Results:
There are no restricted assets held on June 30, 2012. Therefore, these procedures are not
applicable.
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Citation:

34179.5(c)(5)(C) An itemized statement of the values of any assets that are not cash or cash equivalents. This may
include physical assets, land, records, and equipment. For the purpose of this accounting, physical assets may be
valued at purchase cost or at any recently estimated market value. The statement shall list separately housing-
related assets.

Procedures Performed:
7. Perform the following procedures:

A. Obtain from the Successor Agency a listing of assets as of June 30, 2012 that are not liquid or
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.
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Results:
The listing included the following;:

Notes receivable of $30,176 for rehabilitation of a community theatre to provide
benefits.

Loans receivable of $40,000 from the Cloverdale Performing Arts Center to support
purchase and development of a performing arts center at 209 N. Cloverdale
Boulevard.

Loans receivable of $27,530 for costs associated with construction of improvements
associated with the Sandholm Road Project and accepting right-of-way for the
project.

Capital assets of $39,438, which consisted of the Agency’s share of a computer and
software purchased in 2001 ($21,333) and a security camera system purchased in
2006 ($18,105). They both had a useful life of five years and were fully depreciated
as of June 30, 2012.

Reviewed supporting documentation and noted they are not available for distribution as
they are not due within a reasonable period of time therefore not deemed liquid within the
meaning of California Health and Safety Code section 34179.5(c)(5)(C).

See below for the listing obtained from the Successor Agency of assets as of June 30, 2012
that are not liquid or otherwise available for distribution.

Receivables:

Notes
Theatre rehabilitation $ 30,176

Loans
Performing art 40,000
Construction projects 27,530
Total receivables 97,706
Assets that are not cash or cash equivalents $ 97,706

If the assets listed at 7(A) are listed at purchase cost, trace the amounts to a previously

audited financial statement (or to the accounting records of the Successor Agency) and note
any differences.

Results:
Noted no differences.
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C. For any differences noted in 7(B), inspect evidence of disposal of the asset and ascertain that
the proceeds were deposited into the Successor Agency trust fund. If the differences are due
to additions (this generally is not expected to occur), inspect the supporting documentation
and note the circumstances.

Results:
Noted no differences.

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

Results:
The assets listed at 7(A) are listed at actual cost.
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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.

Procedures Performed:

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.

iv.  Attached as an exhibit to the report the listing obtained from the Successor Agency.
Identify in the report any listed balances for which the Successor Agency was unable to
provide appropriate restricting language in the legal document associated with the
enforceable obligation.

Results:
The Successor Agency does not believe that asset balances need to be retained to satisfy
enforceable obligations.
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B. If the Successor Agency believes that future revenues together with balances dedicated or
restricted to an enforceable obligation are insufficient to fund future obligation payments and
thus retention of current balances is required, obtain from the Successor Agency a schedule of
approved enforceable obligations that includes a projection of the annual spending
requirements to satisfy each obligation and a projection of the annual revenues available to
fund those requirements and perform the following procedures:

i. Compare the enforceable obligations to those that were approved by the California
Department of Finance. Procedures to accomplish this may include reviewing the letter
from the California Department of Finance approving the Recognized Enforceable
Obligation Payment Schedules for the six month period from January 1, 2012 through
June 30, 2012 and for the six month period July 1, 2012 through December 31, 2012.

ii. Compare the forecasted annual spending requirements to the legal document
supporting each enforceable obligation.

a. Obtain from the Successor Agency its assumptions relating to the forecasted
annual spending requirements and disclose in the report major assumptions
associated with the projections.

iii.  For the forecasted annual revenues:

a. Obtain from the Successor Agency its assumptions for the forecasted annual
revenues and disclose in the report major assumptions associated with the
projections.

Results:

The Successor Agency believes that future revenues together with balances dedicated or
restricted to an enforceable obligation are sufficient to fund future obligation payments and
thus retention of current balances is not required.

C. If the Successor Agency believes that projected property tax revenues and other general
purpose revenues to be received by the Successor Agency are insufficient to pay bond debt
service payments (considering both the timing and amount of the related cash flows), obtain
from the Successor Agency a schedule demonstrating this insufficiency and apply the following
procedures to the information reflected in that schedule.

i. Compare the timing and amounts of bond debt service payments to the related bond
debt service schedules in the bond agreement.
ii.  Obtain the assumptions for the forecasted property tax revenues and disclose major
assumptions associated with the projections.
iii.  Obtain the assumptions for the forecasted other general purpose revenues and disclose
major assumptions associated with the projections.

Results:

The Successor Agency does not believe that projected property tax revenues and other general
purpose revenues to be received by the Successor Agency are insufficient to pay bond debt
service payments.
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D. If procedures A, B, or C were performed, calculate the amount of current unrestricted balances
necessary for retention in order to meet the enforceable obligations by performing the following
procedures.

i.  Combine the amount of identified current dedicated or restricted balances and the
amount of forecasted annual revenues to arrive at the amount of total resources
available to fund enforceable obligations.

ii. Reduce the amount of total resources available by the amount forecasted for the annual
spending requirements. A negative result indicates the amount of current unrestricted
balances that needs to be retained.

iii.  Include the calculation in the AUP report.

Results:
Since procedures A, B, or C were not performed, this procedure is not applicable.
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Citation:

34179.5(c)(5)(E) An itemized list and analysis of any amounts of current balances that are needed to satisfy
obligations that will be placed on the Recognized Obligation Payment Schedules for the current fiscal year.

Procedures Performed:

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

Results:

The Successor Agency does not believe that cash balances as of June 30, 2012 need to be retained to
satisfy obligations on the Recognized Obligation Payment Schedules (ROPS) for the period of July 1,
2012 through June 30, 2013. However, the Successor Agency received a payment of $885,462 on June 1,
2012 from the Sonoma County Auditor-Controller’s Office for ROPS for the period of July 1, 2012 to
December 31, 2012, of which $651,631 was part of the cash balance as of June 30, 2012.

Payment received for ROPS Il on June 1 $ 885,462
Less: transferred out to the Low and Moderate Income Housing Fund (233,831)

Balances needed to satisfy ROPS for the 2012-13 fiscal year $ 651,631
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Citation:

34179.5(c)(6) The review shall total the net balances available after deducting the total amounts described in
subparagraphs (B) to (E), inclusive, of paragraph (5). The review shall add any amounts that were transferred as
identified in paragraphs (2) and (3) of subdivision (c) if an enforceable obligation to make that transfer did not
exist. The resulting sum shall be available for allocation to affected taxing entities pursuant to Section 34179.6. It
shall be a rebuttable presumption that cash and cash equivalent balances available to the successor agency are
available and sufficient to disburse the amount determined in this paragraph to taxing entities. If the review finds
that there are insufficient cash balances to transfer or that cash or cash equivalents are specifically obligated to the
purposes described in subparagraphs (B), (D), and (E) of paragraph (5) in such amounts that there is insufficient
cash to provide the full amount determined pursuant to this paragraph, that amount shall be demonstrated in an
additional itemized schedule.

Procedures Performed:

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

Results:
See Exhibit B for schedule detailing the computation of the Balance Available for Allocation to Affected
Taxing Entities.
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Management Representation Letter

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

Results:
See Exhibit C for Management Representation Letter.
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EXHIBIT A
Summary of Financial Transactions
Successor
Redevelopment Agency Agency
12 Months Fnded  12MonthsEnded 7 MonthsEnded 5 Months Ended
6,/30/2010 6/30/2011 1/31/2012 6/30/2012
ASSETS
Cash and investments $ 8,226,373 § 1127345 $ 571,905 $ 667,453
Receivables:
Accounts 13,132 40,815 24,595 27,530
Notes 30,176 30,176 30,176 30,176
Loans 250,000 290,000 290,000 40,000
Total Assets $ 8519681 $ 1488336 § 916,676 $ 765,159
LIABILITIES
Accounts payable $ 135106 $ 42,255 § 3008 $ 41,654
Accrued expenses 18,450 25,946 - 5,086
Deferred revenue 250,000 250,000 250,051 -
Total Liabilities 403,556 318,201 253,059 46,740
Total Fund Balances 8,116,125 1,170,135 663,617 718,419
Total Liabilities and Fund Balances $ 8519681 $ 1488336 $ 916,676 $ 765,159
Total Revenues $ 2,818,182 % 2221315 § 1,068,834 % 896,741
Total Expenditures (7.496,383) (2,986,990) (1,447,007) (610,789)
OTHER FINANCING SOURCES (USES) 33,134 (6,180,315) (128,345) 188,525
NET CHANGE IN FUND BALANCES (4,645,067) (6,945,990) (506,518) 54,802
BEGINNING FUND BALANCES (DEFICIT) 12,761,192 8,116,125 1,170,135 663,617
ENDING FUND BALANCES (DEFICIT) $ 8,116,125 $ 1170135 §$ 663,617 $ 718,419
Other Information (show year end balances for all four periods presented):
Capital assets as of end of year $ 5706410 $ - 8 - 8 -
Long-term debt as of end of year $ 30,177,835 $ 29,849,407 § 24302131 § 24,302,131
Notes:

1. Financial statements of the Cloverdale Community Development Agency for the years ended June 30, 2010,
2011, and 2012 have not been audited.

2. The state controller’s reports for the years ended June 30, 2010 and 2011 were not filed for the Cloverdale
Community Development Agency.
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EXHIBIT B
Summary of Balances Available for Allocation

SUMMARY OF BALANCES AVAILABLE FOR ALLOCATION TO AFFECTED TAXING ENTITIES

Total amount of assets held by the successor agency as of June 30, 2012 (procedure 5) $ 765,159
Add the amount of any assets transferred to the city or other parties for which an enforceable
obligation with a third party requiring such transfer and obligating the use

of the transferred assets did not exist (procedures 2 and 3) -

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

governments (procedure 6) -

Less assets that are not cash or cash equivalents (e.g., physical assets) - (procedure 7) (97,706)

Less balances that are legally restricted for the funding of an enforceable
obligation (net of projected annual revenues available to fund those obligations) - (procedure 8) -

Less balances needed to satisfy ROPS for the 2012-13 fiscal year (procedure 9) (651,631)

Amount to be remitted to county for disbursement to taxing entities $ 15,822

Note that separate computations are required for the Low and Moderate Income Housing Fund held by the
Successor Agency and for all other finds held by the Successor Agency.

NOTES: For each line shown above, an exhibit should be attached showing the composition of the summarized amount.

If the review finds that there are insufficient funds available to provide the full
amount due, the cause of the insufficiency should be demonstrated in a separate schedule.
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EXHIBIT C
Management Representation Letter



CITY OF

CLOVERDALE

Pun & McGeady LLP
9 Corporate Park, Suite 130
Irvine, California 92606

In connection with your engagement to apply agreed-upon procedures relating to the Successor Agency
Due Diligence Review as of June 30, 2012, which were agreed to by the California State Controller’s Office
and the California State Department of Finance, solely to assist us in ensuring that our dissolved
redevelopment agency is complying with its statutory requirements with respect to Assembly Bill (“AB")
1484 and we confirm to the best of our knowledge and belief, the following representations made to you
during your engagement.

1. The Successor Agency to the Cloverdale Community Development Agency (“Successor Agency”) is
responsible for compliance with California Health and Safety Code (HSC) Section 34179.5.

2. We are responsible for adherence to the requirements of AB 1484 as applicable to the successor
agency for the dissolved redevelopment agency.

3. We are responsible for the presentation of the exhibits in the Successor Agency Due Diligence agreed-
upon procedures report in accordance with the California Health and Safety Code (HSC) Section
341795

4. As of June 30, 2012, we are not aware of any modifications that need to be made to the Successor
Agency Due Diligence Review exhibits for them to be presented in accordance with California Health
and Safety Code Sections 34179.5(c)(1) through 34179.5(c)(3) and Sections 34179.5(c)(5) through
34179.5(c)(6).

5. The Successor Agency acknowledges that procedures that have been developed by the California

Department of Finance in accordance with California Health and Safety Code (HSC) Section 34179.5
and that we will follows these procedures unless we conclude that they are inconsistent with law.

6. We have disclosed to you any known matters contradicting the information contained in the
Successor Agency Due Diligence Review AUP report.

7. There have been no communications from regulatory agencies, internal auditors, and other
independent practitioners or consultants relating to the Successor Agency Due Diligence Review,
including communications received between June 30, 2012 and January 10, 2013.

8. We have made available to you all information that we believe is relevant to the Successor Agency
Due Diligence Review.

9. We have responded fully to all inquiries made to us by you during the engagement.

P.O. Box 217 * 124 North Cloverdale Blvd. * Cloverdale, CA 95425-0217 + Telephone (707) 894-2521 + FAX (707) 894-3451
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10. No events have occurred subsequent to June 30, 2012 that would require adjustment to or
modification of the information contained in the Successor Agency Due Diligence Review AUP report
and its related exhibits.

11. 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,

12. Your report is intended solely for the information and use of the Successor Agency, the California
Department of Finance, the California State Controller's Office, and the Sonoma County Auditor-
Controller and is not intended to be and should not be used by anyone other than those specified
parties.

To the best of our knowledge and belief, no events have occurred subsequent to the date of your report
that would have a significant impact upon the agreed upon procedures that you performed.

Successor Agency to the Cloverdale Community Development Agency:

R V/io A3
Diana G. Edwards ! Date
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