
P.O. Box 942850, Sacramento, CA  94250  (916) 445-2636 

3301 C Street, Suite 700, Sacramento, CA  95816  (916) 324-8907 

901 Corporate Center Drive, Suite 200, Monterey Park, CA  91754  (323) 981-6802 

BETTY T. YEE 
California State Controller 

 

October 28, 2016 
 

Jeff Muir, Chief Financial Officer 

City of Culver City 

9770 Culver Boulevard 

Culver City, CA  90237 

 

Dear Mr. Muir: 

 

This letter is issued as an addendum to the State Controller’s Office (SCO) Culver City 

Redevelopment Agency (RDA) Asset Transfer Review Reissued Report dated on October 16, 

2015, hereby amending the Order of the Controller for Finding 2. 

 

In that report, we stated: “Pursuant to [Health and Safety] H&S Code section 34167.5, the 

City of Culver City is ordered to reverse the transfer of assets in the amount of 

$17,661,704 and turn the assets over to the Successor Agency.” 

 

The amount of $17,661,407 did not include the $12,500,000 loan principal payment to the City. 

Although the loan principal payment is stated as a finding, the SCO initially regarded the 

repayment as a negating transaction to the loan itself, netting an unallowable asset transfer of 

$7,917, which represents the interest payment on the loan. However, according to the 

Sacramento Superior Court’s decision in the case of City of Culver City et al. v. Ana Matosantos, 

et al., case no. 34-2013-80001446 (2013), the Superior Court found that the City loan and the 

former RDA repayment thereof was unauthorized, in violation of Health and Safety Code 

sections 34162 and 34163 and ruled in favor of the defendants. The matter was not appealed and 

is considered final. Therefore, consistent with the Court’s determination, the loan principal and 

the interest should be turned over to the Successor Agency for disposition in accordance with 

H&S Code section 34177(d). Consequently, as indicated above, the SCO hereby amends its 

Order of the Controller consistent with the decision of the Superior Court with regard to the 

disposition of the loan principal and interest. 

 

Accordingly, the Order of Controller for Finding 2 shall read as follows: “Pursuant to H&S 

Code section 34167.5, the City of Culver City is ordered to reverse the transfer of assets 

in the amount of $30,161,704 and turn the assets over to the Successor Agency.” 
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If you have any questions, please contact Elizabeth Gonzalez, Bureau Chief, Compliance Audits 

Bureau, by phone at (916) 324-0622. 

 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

JVB/lr 

 
17567 

 

cc: Andrew Weissman, Oversight Board Chair 

Culver City Redevelopment/Successor Agency 

John Naimo, Auditor-Controller 

Los Angeles County 

David Botelho, Program Budget Manager 

California Department of Finance 

Richard J. Chivaro, Chief Legal Counsel 

State Controller’s Office 

Elizabeth González, Bureau Chief 

Division of Audits, State Controller’s Office 

Scott Freesmeier, Audit Manager 

Division of Audits, State Controller’s Office 
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BETTY T. YEE 
California State Controller 

 

October 16, 2015 

 

 

Jeff Muir, Chief Financial Officer 

City of Culver City 

9770 Culver Boulevard 

Culver City, CA  90237 

 

Dear Mr. Muir: 

 

This report is a reissue of the original review report issued June 30, 2015. This reissued report is 

intended to clarify and provide detail to Finding 2 concerning the repayment of a short-term loan 

from the City of Culver City (City) used to make bond payments.  The revision has no impact on 

the review findings. 

 

Pursuant to Health and Safety Code section 34167.5, the State Controller’s Office (SCO) 

reviewed all asset transfers made by the Culver City Redevelopment Agency (RDA) to the City 

or any other public agency after January 1, 2011. This statutory provision states, “The 

Legislature hereby finds that a transfer of assets by a redevelopment agency during the period 

covered in this section is deemed not to be in furtherance of the Community Redevelopment Law 

and is thereby unauthorized.” Therefore, our review included an assessment of whether each 

asset transfer was allowable and whether the asset should be turned over to the Successor 

Agency.  

 

Our review applied to all assets including, but not limited to, real and personal property, cash 

funds, accounts receivable, deeds of trust and mortgages, contract rights, and rights to payment 

of any kind. We also reviewed and determined whether any unallowable transfers to the City or 

any other public agency have been reversed.  

 

Our review found that the RDA transferred $200,829,675 in assets after January 1, 2011, 

including unallowable transfers to the City totaling $161,176,560, or 80.26% of the transferred 

assets. 

 

However, the following corrective actions have been taken: 

 On various dates in 2012 and 2013, the City turned over $55,142,274 in assets to the 

Successor Agency. 

 On various dates in 2012 and 2013, the City turned over $6,110,886 in assets to the Housing 

Successor. 

 

 



 

Jeff Muir, Chief Financial Officer -2- October 16, 2015 

 

 

 

 On March 1, 2012, the City sold two properties with a combined book value of $4,733,174 

for $3,401,393. On July 25, 2012, the City turned over the cash proceeds to the Housing 

Successor. 

 As of December 3, 2013, the City expended $25,875,382 in unrestricted cash on third-party 

obligations. 

 On December 5, 2013, the City remitted $2,724,618 in cash to the Los Angeles County 

Auditor-Controller. 

 As of March 26, 2015, the City expended $20,063,438 in bond proceeds in accordance with 

the bond covenants. 
 

Therefore, the remaining $46,526,788 in unallowable transfers must be turned over to the 

Successor Agency. 
 

If you have any questions, please contact Elizabeth González, Chief, Local Government 

Compliance Bureau, by telephone at (916) 324-0622, or by email at egonzalez@sco.ca.gov. 
 

Sincerely, 
 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 
 

JVB/ls 
 

Attachment 
 

cc: Andrew Weissman, Oversight Board Chair 

  Culver City Redevelopment/Successor Agency 

 Jeff Muir, Chief Financial Officer 

  City of Culver City 

 John Naimo, Auditor-Controller 

  Los Angeles County 

 David Botelho, Program Budget Manager 

  California Department of Finance 

 Richard J. Chivaro, Chief Legal Counsel 

  State Controller’s Office 

 Elizabeth González, Bureau Chief 

  Division of Audits, State Controller’s Office  

 Scott Freesmeier, Audit Manager 

  Division of Audits, State Controller’s Office 

 Ernesto Pangilinan, Auditor-in-Charge 

  Division of Audits, State Controller’s Office 

 Kandy Liu, Auditor 

  Division of Audits, State Controller’s Office
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Asset Transfer Review Report 
 
The State Controller’s Office (SCO) reviewed the asset transfers made by 

the Culver City Redevelopment Agency (RDA) after January 1, 2011. Our 

review included, but was not limited to, real and personal property, cash 

funds, accounts receivable, deeds of trust and mortgages, contract rights, 

and rights to payments of any kind from any source. 

 

Our review found that the RDA transferred $200,829,675 in assets after 

January 1, 2011, including unallowable transfers to the City of Culver City 

(City) totaling $161,176,560, or 80.26% of the transferred assets. 

 

However, the following corrective actions have been taken: 

 On various dates in 2012 and 2013, the City turned over $55,142,274 

in assets to the Successor Agency. 

 On various dates in 2012 and 2013, the City turned over $6,110,886 

in assets to the Housing Successor. 

 On March 1, 2012, the City sold two properties with a combined book 

value of $4,733,174 for $3,401,393. On July 25, 2012, the City turned 

over the cash proceeds to the Housing Successor. 

 As of December 3, 2013, the City expended $25,875,382 in 

unrestricted cash on third-party obligations. 

 On December 5, 2013, the City remitted $2,724,618 in cash to the Los 

Angeles County Auditor-Controller. 

 As of March 26, 2015, the City expended $20,063,438 in bond 

proceeds in accordance with the bond covenants. 

 

Therefore, the remaining $46,526,788 in unallowable transfers must be 

turned over to the Successor Agency. 

 

 

In January of 2011, the Governor of the State of California proposed 

statewide elimination of redevelopment agencies (RDAs) beginning with 

the fiscal year (FY) 2011-12 State budget. The Governor’s proposal was 

incorporated into Assembly Bill 26 (ABX1 26, Chapter 5, Statutes of 

2011, First Extraordinary Session), which was passed by the Legislature, 

and signed into law by the Governor on June 28, 2011. 

 

ABX1 26 prohibited RDAs from engaging in new business, established 

mechanisms and timelines for dissolution of the RDAs, and created RDA 

successor agencies and oversight boards to oversee dissolution of the 

RDAs and redistribution of RDA assets. 

 

A California Supreme Court decision on December 28, 2011 (California 

Redevelopment Association et al. v. Matosantos), upheld ABX1 26 and the 

Legislature’s constitutional authority to dissolve the RDAs. 

  

Summary 

Background 
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ABX1 26 was codified in the Health and Safety (H&S) Code beginning 

with section 34161. 

 

H&S Code section 34167.5 states in part, “. . . the Controller shall review 

the activities of redevelopment agencies in the state to determine whether 

an asset transfer has occurred after January 1, 2011, between the city or 

county, or city and county that created a redevelopment agency or any 

other public agency, and the redevelopment agency.” 

 

The SCO identified asset transfers that occurred after January 1, 2011, 

between the RDA, the City and/or any other public agency. By law, the 

SCO is required to order that such assets, except those that already had 

been committed to a third party prior to June 28, 2011, the effective date 

of ABX1 26, be turned over to the Successor Agency. In addition, the SCO 

may file a legal action to ensure compliance with this order. 

 

 

Our review objective was to determine whether asset transfers that 

occurred after January 1, 2011, and the date upon which the RDA ceased 

to operate, or January 31, 2012, whichever was earlier, between the city or 

county, or city and county that created an RDA or any other public agency, 

and the RDA, were appropriate. 

 

We performed the following procedures: 

 Interviewed Successor Agency personnel to gain an understanding of 

the Successor Agency’s operations and procedures. 

 Reviewed meeting minutes, resolutions, and ordinances of the City, the 

RDA, the Successor Agency, and the Oversight Board. 

 Reviewed accounting records relating to the recording of assets. 

 Verified the accuracy of the Asset Transfer Assessment Form. This 

form was sent to all former RDAs to provide a list of all assets 

transferred between January 1, 2011, and January 31, 2012. 

 Reviewed applicable financial reports to verify assets (capital, cash, 

property, etc.). 

 

 

Our review found that the Culver City Redevelopment Agency transferred 

$200,829,675 in assets after January 1, 2011, including unallowable 

transfers to the City of Culver City (City) totaling $161,176,560, or 

80.26% of the transferred assets. 

 

However, the following corrective actions have been taken: 

 On various dates in 2012 and 2013, the City turned over $55,142,274 

in assets to the Successor Agency. 

 On various dates in 2012 and 2013, the City turned over $6,110,886 

in assets to the Housing Successor. 

Objective, Scope, 

and Methodology 

Conclusion 
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 On March 1, 2012, the City sold two properties with a combined book 

value of $4,733,174 for $3,401,393. On July 25, 2012, the City turned 

over the cash proceeds to the Housing Successor. 

 As of December 3, 2013, the City expended $25,875,382 in 

unrestricted cash on third-party obligations. 

 On December 5, 2013, the City remitted $2,724,618 in cash to the Los 

Angeles County Auditor-Controller. 

 As of March 26, 2015, the City expended $20,063,438 in bond 

proceeds in accordance with the bond covenants. 

 

Therefore, the remaining $46,526,788 in unallowable transfers must be 

turned over to the Successor Agency. 

 

Details of our findings are described in the Findings and Orders of the 

Controller section of this report. 

 

 

We issued a draft review report on January 28, 2015. Jeff Muir, Chief 

Financial Officer, responded by letter dated February 17, 2015, 

disagreeing with the review results. The City’s response is included in this 

final review report as an attachment. 

 

 

This report is a reissue of the original review report issued June 30, 2015. 

The reissued report is intended to clarify and provide detail to Finding 2 

concerning the repayment of a short-term loan from the City used to make 

bond payments.  The revision has no impact on the review findings. 

 

 

This report is solely for the information and use of the City of Culver City, 

the Successor Agency, the Oversight Board, and the SCO; it 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 when issued final. 

 

 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

October 16, 2015 

 

Restricted Use 

Views of 

Responsible 

Officials 

Reason for 

Reissuance 
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Revised Findings and Orders of the 

Controller 
 

The Culver City Redevelopment Agency (RDA) made unallowable asset 

transfers of $143,514,856 to the City of Culver City (City). The transfers 

occurred after January 1, 2011, and the assets were not contractually 

committed to a third party prior to June 28, 2011. 

 

On March 7, 2011, the RDA transferred $143,514,856 in assets to the City 

per the Cooperation Agreement entered into between the RDA and City 

on January 15, 2011. The transfer consisted of the following asset types: 

 Unrestricted Cash – $28,600,000 

 Bond Proceeds – $46,751,836 

 Land held for resale – $40,903,650 

 Capital Assets – $23,934,081 

 Loan Receivable – $3,325,289 

 

Pursuant to Health and Safety (H&S) Code section 34167.5, the RDA may 

not transfer assets to a city, county, city and county, or any other public 

agency after January 1, 2011. The assets must be turned over to the 

Successor Agency for disposition in accordance with H&S Code section 

34177 (d) and (e). 

 

Order of the Controller 

 

 

Pursuant to H&S Code section 34167.5, the City of Culver City (City) is 

ordered to reverse the transfers to the Successor Agency in the amount of 

$143,514,856 and turn over the assets to the Successor Agency. 

 

However, on various dates in 2012 and 2013, the City turned over 

$55,142,274 and $6,110,886 in assets to the Successor Agency and 

Housing Successor, respectively. Also, on March 1, 2012, the City sold 

two properties with a combined book value of $4,733,174 for $3,401,393. 

The City turned over the cash proceeds to the Housing Successor on 

July 25, 2012. In addition, as of December 3, 2013, the City expended 

$25,875,382 in unrestricted cash on third-party obligations. Also, on 

December 5, 2013, the City remitted $2,724,618 in cash to the Los 

Angeles County Auditor-Controller. Furthermore, as of March 26, 2015, 

the City expended $20,063,438 in bond proceeds in accordance with the 

bond covenants. 

 

Therefore, the remaining $28,865,084 in unallowable transfers 

($26,688,398 in bond proceeds and $2,176,686 in loan receivables) must 

be turned over to the Successor Agency.  

 

  

FINDING 1— 

Unallowable asset 

transfers to the City 

of Culver City per 

the Cooperation 

Agreement 
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City’s Response 

 
The City objects to Finding 1 (Cooperation Agreement) and the related 

Order on the following basis: 

 
I. Inaccuracies - The Report combines transaction for five (5) different 

asset classes to reach a single alleged unallowable transfer amount.  

This combination of transactions is confusing and has resulted in 

inaccuracies in the calculations. 

 

1. Unrestricted cash transfers shows a $0 balance of 

unallowable transfers 

 

2. Land held for resale shows a $0 balance of 

unallowable transfers 
 

3. Capital assets shows a $0 balance of unallowable 

transfers 
 

4. Loan receivables will show a $0 balance of 

unallowable transfers 
 

5. Bond proceeds should show a $0 balance of 

unallowable transfers 

 

II. Under Applicable Law, the January 15, 2011 Cooperation 

Agreement, as approved and amended prior to AB 26, is a valid 

third-party commitment and enforceable obligation agreement.  

See Attachment for the City’s complete response. 

 

SCO’s Comment 

 

The SCO’s authority under H&S Code section 34167.5 extends to all 

assets transferred after January 1, 2011, by the RDA to the city or county, 

or city and county that created the RDA, or any other public agency. This 

responsibility is not limited by the other provisions of the RDA dissolution 

legislation, including H&S Code section 34167(d), which allowed the 

RDA to continue to make payment under enforceable obligations to 

private third parties. 

 

The City interprets that the net effect of the actions it took in 2012 and 

2013, as described in Schedule 1, amended the unallowable transfer 

amount for Unrestricted Cash, Land Held for Resale, and Capital Assets 

to $0.  However, the transfers are considered a finding, as the assets were 

transferred to another public agency during the review period. The transfer 

of the assets to the appropriate parties after the dissolution of the RDA is 

considered corrective action.  
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Additionally, the City stated that, “Bond Proceeds Should Show $0 

Balance of Unallowable Transfers.” The City also stated that out of 

$46,751,836 in bond proceeds transferred, $19,575,150 have been 

expended for obligations to third parties.  On March 26, 2015, the City 

provided documentation for expenditures totaling $20,063,438, which is 

more than the stated amount in its response. The remaining amount of 

bond proceeds ordered back to the Successor Agency is $26,688,398.  

 

The Finding and Order of the Controller has been modified accordingly. 

 

 

The RDA made unallowable asset transfers of $17,661,704 to the City. 

The transfers occurred after January 1, 2011, and the assets were not 

contractually committed to a third party prior to June 28, 2011. 

 

Unallowable asset transfers were as follows: 

 On February 28, 2011, and March 11, 2011, the RDA transferred 

$121,830 and $3,531,957 in cash, respectively, to the City for 

principal and interest payments related to the 2007 loan between the 

RDA and the City. 

 On March 10, 2011, the RDA transferred $14,000,000 to the City in 

exchange for the Cardiff Parking Lot. The RDA then conveyed the 

Cardiff Parking Lot to the Culver City Parking Authority, a 

component unit of the City, on March 16, 2011. 

 On December 29, 2011, the RDA transferred $12,500,000 to the City 

as repayment of a short-term loan. On December 31, 2011, the RDA 

transferred $7,917 to the City for an interest payment on the short-

term loan. According to the City Council meeting minutes and an 

agenda item report on October 24, 2011, the principal loan amount of 

$12,500,000 was to be used to make RDA bond payments in October 

and November 2011. The loan was to be repaid by December 29, 

2011, and had an interest rate equal to the Local Agency Investment 

Fund. Because the short-term loan and the subsequent repayment 

occurred within the same fiscal period, the net effect to the RDA’s 

funds is the loan interest payment of $7,917. 

 

Pursuant to H&S Code section 34167.5, the RDA may not transfer assets 

to a city, county, city and county, or any other public agency after January 

1, 2011. The assets must be turned over to the Successor Agency for 

disposition in accordance with H&S Code section 34177(d). 

 

Order of the Controller 

 

Pursuant to H&S Code section 34167.5, the City of Culver City is ordered 

to reverse the transfer of assets in the amount of $17,661,704 and turn the 

assets over to the Successor Agency. 

 

  

REVISED 

FINDING 2— 

Unallowable asset 

transfers to the 

City of Culver City 
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City’s Response 

 
The City objects to Finding 2 and the related Order on the following bases: 

 
1. The 2007 RDA/City Loan was necessary to preserve the tax-exempt 

status of a related bond issue and to assist the RDA in carrying out 

its obligations under a pre AB 26 enforceable obligation with the 

local transit authority to bring about a transit-oriented development 

 

2. The 2007 RDA/City Loan itself is a pre-AB 26 third-party 

commitment and enforceable obligation 

 

3. The RDA’s conveyance of the Cardiff Parking Facility to the City 

was required to satisfy the RDA’s obligations to expend bond 

covenants and perform its obligations under a pre-AB 26 third-party 

commitment and enforceable obligation” 

See Attachment for the City’s complete response. 

 

SCO’s Comment 

 

The SCO’s authority under H&S Code section 34167.5 extends to all 

assets transferred after December 31, 2010, by the RDA to the city or 

county, or city and county that created the RDA, or any other public 

agency. This responsibility is not limited by the other provisions of the 

RDA dissolution legislation, including H&S Code section 34167(d), 

which allowed the RDA to continue to make payment under enforceable 

obligations to private third parties. 

 

The Successor Agency received a Finding of Completion from the 

Department of Finance on December 5, 2013. Pursuant to H&S Code 

section 34191.4, the Successor Agency may place loan agreements 

between the RDA and the City on the Recognized Obligation Payment 

Schedule as an enforceable obligation, provided that the Oversight Board 

finds that the loans were for legitimate redevelopment purposes. 

 

The Finding and Order of the Controller remain as stated. 
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Schedule 1— 

Unallowable Asset Transfers to  

the City of Culver City per Cooperation Agreement 

January 1, 2011, through January 31, 2012 

 

 

Cash

March 7, 2011 Unrestricted cash 28,600,000$ 

Bond Proceeds

March 7, 2011 Bond proceeds 46,751,836   

Land held For resale

March 7, 2011 Land held for resale 40,903,650   

Capital assets

March 7, 2011 Buildings 14,962,810  

March 7, 2011 Land 8,963,771    

March 7, 2011 Infrastructure 7,500          23,934,081   

Loan Receivables

March 7, 2011 Loan receivables 3,325,289     

Total unallowable transfers 143,514,856 

Less:

Cash

December 3, 2013 Expended on third-party obligations as of December 3, 2013 (25,875,382) 

December 5, 2013 Remitted to the Los Angeles County Auditor-Controller (2,724,618)   (28,600,000)  

Bond proceeds

March 26, 2015 Expended on third-party obligations as of March 26, 2015 (20,063,438)  

Land held For resale

March 1, 2012 11054/11056 Washington sold to a third party for $3,401,393 in cash proceeds (4,733,174)   

and a $1,331,781 loss on the sale

July 24, 2012 Turned over to the Successor Agency (32,355,842) 

July 24, 2012 Turned over to the Housing Successor (3,814,634)   (40,903,650)  

Capital assets

June 3, 2013 Turned over to the Successor Agency (22,786,432) 

August 21, 2012 Turned over to the Housing Successor (1,147,649)   (23,934,081)  

Loan receivables

July 24, 2012 Turned over to the Housing Successor (1,148,603)   

Total unallowable transfers subject to H&S code section 34167.5 28,865,084$ 
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Schedule 2— 

Unallowable Asset Transfers to  

the City of Culver City 

January 1, 2011, through January 31, 2012 

 

 

Cash 

March 10, 2011 Cardiff Parking Lot/Structure  $ 14,000,000  

March 11, 2011 2007 City Loan Principal Payment  3,531,957  

February 28, 2011 2007 City Loan Interest Payment  121,830  

December 31, 2011 2011 Short-term Advance Interest  7,917  

Total transfers subject to H&S Code section 34167.5 $ 17,661,704  
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