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November 15, 2013

Mr. Chris J. Jicha, Senior Consultant, Kosmont Companies
City of Mendota Designated Local Authority

865 South Figueroa Sireet, 35" Floor

Los Angeles, CA 90017

Dear Mr. Jicha:
Subject: Other Funds and Accounts Due Diligence Review

This letter supersedes the California Departmenit of Finance’s (Finance) original Other Funds and
Accounts (OFA) Due Diligence Review (DDR) determination letter dated April 8, 2013. Pursuant to
Health and Safety Code (HSC) section 34179.6 (c), the Mendota Designated Local Authority
{(Authority) submitted an oversight board approved Other Funds and Accounts (OFA) Due
Diligence Review (DDR) Finance on January 22, 2013. The purpose of the review was to
determine the amount of cash and cash equivalents available for distribution to the affected taxing
entities. Since the Authority did not meet the January 15, 2013 submittal deadline pursuant to
HSC secticn 34179.6 (c), Finance was not bound to completing its review and making a
determination by the April 1, 2013 deadline pursuant to MSC section 34179.6 {d). Finance issued
an OFA DDR determination letter on April 8, 2013. Subsequently, the Agency requested a Meet
and Caonfer session on one or more items adjusted by Finance. The Meet and Confer session was
held on October 1, 2013.

Based on a review of additional information and documentation provided to Finance during the
Meet and Confer process, Finance has completed its review of those specific items being
disputed. Specifically, the following adjustments were made:

+ Transfers to the City of Mendota totaling $76,426. Finance continues to object to the
transfer of these funds. Payments for this item were also denied as enforceable
obligations in Finance’s letter dated October 5, 2012. While we understand the former
Mendota Redevelopment Agency (RDA) may have some obligations under the 1989
bond indenture, the Authority did not provide the documentation requested to support
the RDA’s actual portion of the obligation. Therefore, this transfer is not allowed and the
OFA balance available for distribution is increased by $76,426.

¢ The request to restrict balances in the amount of $1,728,897 is allowed. The Authority
provided additional documentation during the meet and confer demonstrating that when
the RDA was dissolved on February 1, 2012, the RDA had outstanding debt service
principal and interest payments dating back to 2004 related to its 1994 Tax Allocation
Bonds. OQur review indicates that these funds are needed to make the past due debt
service payments; therefore, the Agency will be permitted to retain these funds. In
addition, the Agency will be permitted to retain the disallowed amount $76,426
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(referenced in the previous bullet) to be applied towards the outstanding debt service on
the 1994 Tax Allocation Bonds. Therefore, the Authority is permitted to restrict
$1,805,323 ($1,728,897 + $76,426).

e Sufficient documentation was not provided to support the total amount of assets held as
of June 30, 2012 as indicated in the DDR. However, at this time we are accepting this
amount until sufficient documentation is provided. The Authority did not object to our
determination during the Meet and Confer process and Finance maintains its position.

The Agency's OFA balance available for distribution to the affected taxing entities is $0 (see
table below).

OFA Balances Available For Distribution To Taxing Entities
Available Balance per DDR: $
Finance Adjustments
Add:

Disallowed transfers 76,426

$
Additional allowed retention $ (76,426)
Total OFA available to be distributed: $

This is Finance's final determination of the OFA balances available for distribution to the taxing
entities.

Pursuant to HSC sections 34167.5 and 34178.8, the California State Controller's Office
(Controller) has the authority to claw back assets that were inappropriately transferred to the

city, county, or any other public agency. Determinations outlined in this letter do not in any way
eliminate the Controller’s authority.

Please direct inquiries to Evelyn Suess, Dispute Resolution Supervisor, or Danielle Brandon,
Analyst, at (916) 445-1546.

Sincerely,

JUSTYN HOWARD
Assistant Program Budget Manager

elce Mr. Craig Mellon, Chair, Designated Local Authority, City of Mendota Designated Local
Authority

Mr. George Gomez, Accounting Financial Manager, Fresno County Auditor Controller
California State Controller’s Office




