
New Business Item 1. 

AGENDA REPORT 
Oversight Board of the Successor Agency to the 

Community Development Agency of the City of Costa Mesa 

MEETING DATE: April 17, 2014 

SUBJECT/ACTION: Amended and Restated Agreement to Re-Establish Loan Pursuant 
to Section 34191.4 

RECOMMENDED ACTION 

Adopt Oversight Board Resolution No. 14-__ Affirming its Prior Finding that the 
City/Agency Loan between City and Former Agency Was Made for Legitimate 
Redevelopment Purposes and Approving that Certain Amended and Restated Agreement 
to Re-Establish Loan Pursuant to Section 34191.4 between the City and the Successor 
Agency Following the Obtaining of a Finding of Completion and Following the Return of 
Such Loan by the DOF to the Oversight Board 

(Note:  Pursuant to Section 34179(h) written notice and information about all actions 
taken by the Oversight Board shall be provided to the DOF by electronic means and 
in a manner of DOF’s choosing. An Oversight Board’s action shall become effective 
five (5) business days after notice in the manner specified by the DOF unless the DOF 
requests a review. 

DISCUSSION 

On February 18, 2014 the City of Costa Mesa and Successor Agency to the Costa Mesa 
Redevelopment Agency by resolution each approved that certain Agreement to Re-Establish 
Loan Pursuant to Section 34191.4, and then on February 20, 2014 the Oversight Board by 
Resolution No. 14-01 approved such agreement (“Initial 34191.4 Agreement”).  The Initial 34191.4 
Agreement and Oversight Board Resolution 14-01 were submitted to the State of California, 
Department of Finance (“DOF”) in order to cause reinstatement of the “City/Agency Loan” under 
the authority of Section 34191.4(b) of the Dissolution Laws that authorize the City and Successor 
Agency to re-establish prior loan agreement(s) between the City and the former Costa Mesa 
Redevelopment Agency (“former Agency”).  The Initial 34191.4 Agreement was listed on the 
Successor Agency’s Recognized Obligation Payment Schedule (“ROPS”) for the 14-15A six-
month fiscal period of July 1, 2014 to December 31, 2014, which ROPS was approved by the 
Successor Agency on February 18, 2014 and the Oversight Board on February 27, 2014 and then 
submitted to the DOF. 

By letter dated April 4, 2014, the DOF disapproved the reinstated loan as set forth in the 
Initial 34191.4 Agreement and returned the matter to the Oversight Board for reconsideration. 
The April 4 DOF letter stated that (i) “[t]he [Oversight Board] has approved an agreement that 
allows for late fees and penalties in the event the City does not receive the proscribed payment 
amount as outlined in the repayment schedule.  However, [Health & Safety Code] section 34191.4 
does not allow the payment of such penalties[]”, and (ii) “[t]he [Successor] Agency has improperly 
calculated the interest and principal due by using the incorrect Local Agency Investment Fund 



(LAIF) rate.  Pursuant to section 34191.4(b)(2), the accumulated interest on the remaining 
principal amount of the loan shall be recalculated from origination at the interest rate earned by 
funds deposited into the LAIF.  Therefore, the loans must be recalculated using the LAIF that was 
applicable at the time of the [Oversight Board] finding” authorizing reinstatement of the loan.  
Further, by letter dated April 8, 2014 the DOF also denied the Initial 34191.4 Agreement as an 
enforceable obligation on the same grounds stated in the April 4 DOF letter and declared the item 
as not eligible for Redevelopment Property Tax Trust Fund (“RPTTF”) funding. 

While the City and Successor Agency disagree with the DOF’s determinations in the April 4 and 
April 8, 2014 letters, nonetheless the City and Successor Agency desire to return this matter to 
the Oversight Board as directed by the DOF and to have the loan approved for reinstatement; 
therefore, the attached Amended and Restated Agreement to Re-Establish Loan Pursuant to 
Section 34191.4 (“Agreement”) has been prepared that amends and restates the Initial 34191.4 
Agreement, deletes Section 5 of such agreement relating to late fees and penalties, and 
establishes the remaining principal amount due on the reinstated loan with accumulated interest 
recalculated according to the LAIF rate in effect at the time such interest accrued.   

Even though the City and Successor Agency disagree with the DOF’s determinations, Section 
34191.4 of the Dissolution Laws authorizes the Successor Agency (and City) to re-establish the 
City/Agency Loan after the issuance of a finding of completion and upon the approval of the 
Oversight Board.  Therefore, the attached Agreement sets forth the terms of the reinstated loan 
with a remaining principal amount of $10,237,174.28, which is to be repaid by the Successor 
Agency to the City in accordance with a new, defined repayment schedule over a reasonable term 
of years as set forth in Exhibit A, and the interest rate accruing on such remaining principal amount 
shall be at the rate earned by funds deposited into the Local Agency Investment Fund (“LAIF”) 
under Section 34191.4, and the Agreement establishes other contract terms. 

For the above-described reasons and as to be further presented at the meeting the Oversight 
Board is requested to adopt Resolution No. 14- __, which affirms its prior determination that 
the former Agency entered into the City/Agency Loan for legitimate redevelopment purposes, 
that affirms the reinstated loan is an enforceable obligation, and approves the Amended and 
Restated Agreement to Re-Establish Loan Pursuant to Section 34191.4 in the form attached 
to this report and appended to the attached Oversight Board Resolution.  If the resolution is 
adopted, then the Successor Agency will submit the amended and restated Agreement to the 
DOF for review and approval. 

Attachments: 

1. Oversight Board Resolution
2. DOF letters of April 4 and April 8, 2014
3. Amended and Restated Agreement to Re-Establish Loan Pursuant to Section 34191.4 

with Exhibit A (repayment schedule)

http://www.costamesaca.gov/ftp/oversightboard/agenda/2014/2014-04-17/Attach-1.pdf
http://www.costamesaca.gov/ftp/oversightboard/agenda/2014/2014-04-17/Attach-2.pdf
http://www.costamesaca.gov/ftp/oversightboard/agenda/2014/2014-04-17/Attach-3.pdf



