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445 EASTFLORIDA AVENUE - HEMET, CALIFORN!A 92543 - {951)765-2300

June 18, 2007

Riverside County Grand Jury
Attn: John B. Todd, Foreperson
Re: Report on RCHCA

P.O. Box 829

Riverside, CA 92502

Dear Mr. Todd:

Enclosed is the Response to Findings and Recommendations from the City of Hemet
regarding the 2006-07 Grand Jury report regarding Riverside County Habitat
conservation Agency Disposition and Sale of Surplus Property that was approved by the
Hemet City Council at their meeting of June 12, 2007.

Sincerely,

O<” K ek

S ——

Laurie Knotek
Executive Assistant



City Council of the City of Hemet
- Response to Findings and Recommendations

2006-2007 Grand Jury Report Riverside County Habitat Conservation Agency
Disposition and Sale of Surplus Property

FINDINGS

Grand Jury Finding No. 1.

“The RCHCA did not obtain its own appraisal or conduct an independent
review of the buyer's appraisal. The appraisal report included as
comparable property, land that had closed escrow twenty-nine months
prior to this sale. It also included another parcel as far away as seven
miles from the subject property.

During the period of the sale transaction, property values were increasing
in the Sage area. Our investigation revealed a 19.05 acre parcel (APN
470-180-028) contiguous to the subject parcel (See Aftachement #1) sold
for $500,000 in April 2004. This property was within the parameters,
through not included, in the comparable property appraisals.”

RESPONSE:The City of Hemet hereby adopts as its own response
the response provided by RCHCA as follows:

“Respondent disagrees partially with the finding.

The appraisal report was conducted by a Certified
General Real Estate Appraiser (#AG006343) who is also
a Licensed Real Estate Agent (#01192406} with 30 years
of experience conducting appraisal. APN 470-180-028
must not have met the parameters and therefore was not
included.”

Grand Jury Finding No. 2.

“RCHCA does not have policy and procedure in place for sale of surplus
property or any other operational functions of the Agency. Other than a
conflict of interest code, the RCHCA did not produce any other rules and
regulations as mandated by the JPA at the time of its creation.”

RESPONSE:The City of Hemet hereby adopts as its own response
the response provided by RCHCA as follows:

“Respondent disagrees partially with the finding.
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The RCHCA does have adopted policies and procedures
in place for various operational functions. These
policies include, but are not limited to, purchasing,
distribution of SKR Reserve management endowments,
and reimbursement for travel and other expenses. The
Joint Exercise of Powers Agreement (JPA) creating the
RCHCA only requires the Board to adopt rules and
regulations that it may deem necessary for the conduct
of RCHCA'’s affairs.”

Grand Jury Finding No. 3.

“On November 10, 2005, Economic Development Agency (EDA) received
a Real Property Work Order Request Form to prepare a purchase and
sale agreement and open and close escrow to sell the subject land,
owned by RCHCA, to a private party. EDA did not follow their own
general practice to provide the following services:

e Obtain the appraisal and/or conduct an independent review of
the buyer's appraisal to determine “fair market value”

« Notify required public entities
e Notify adjacent property owners
« Post notification to the general public”

RESPONSE:The City of Hemet hereby adopts as its own response
the response provided by RCHCA as follows:

“Respondent disagrees partially with the finding.

EDA provided the real property services requested by
the RCHCA in accordance with the laws applicable to
the RCHCA as a Joint Powers Authority. See also
Response to Finding Number 4.”

Grand Jury Finding No. 4.

“‘RCHCA did not notify adjacent property owners whose land abutted the
subject property (See Attachement #1), denying them the right to
purchase the parcel and to participate in competitive bidding in
accordance with Government Code §25530."

RESPONSE:The City of Hemet hereby adopts as its own response
the response provided by RCHCA as follows:

“Respondent disagrees partially with the finding.
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Government Code Section 25530 only applies to
counties. As indicated in the Grand Jury's report, the
JPA provides that the laws of the State of California
applicable to the general law city of Moreno Valley shall
govern the Agency in manner of exercising its powers.
Therefore, any laws that apply specifically to counties
do not apply to the RCHCA. The laws of the State of
California contain no similar provisions applicable to
cities. Additionally, the city of Moreno Valley has no
ordinances, rules, regulations or policies requiring
notification to adjacent property owners or the right to
participate in competitive bidding involving the sale of
city owned surplus property.”

Grand Jury Finding No. 5.

‘At the request of staff, the General Counsel reviewed the Joint Powers
Agreement, Section 3.3.3, to determine whether the Agency had authority
to sell the surplus tand. General Counsel's opinion was that the
Agreement specifically authorizes the RCHCA to dispose of property it
owns, and that the Agency could proceed with the sale. The JPA further
requires under Section 3.9 Rules and Governing Law, “This Agreement

~ shall be construed and enforced in accordance with the laws of the State
of California. The laws of the State of California applicable to the
general law city of Moreno Valley shall govern the Agency in manner
of exercising its powers ...”

General Counsel gave no advice regarding compliance with state laws or
county policies.”

RESPONSE: The City of Hemet hereby adopts as its own response
the response provided by RCHCA as follows:

“Respondent disagrees partially with the finding.

In the context of the question posed, General Counsel’s
advice was specific to the issue of whether the JPA
authorized the RCHCA to sell the property in question.
Therefore, General Counsel responded appropriately.
See also Response to Finding Number 4.”

Grand Jury Finding No. 6.

“The subject property was the first surplus land that was sold by the
Agency. Our Investigation found that the BOD did not review the
transaction of the sale for accuracy and five of the seven directors
interviewed were not aware of the transaction, nevertheless they did
authorize the executive director of the agency to proceed with the sale.
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The Board of Directors did not require staff to keep them updated and
signed off on incorrect minutes from the meeting on September 29, 2005
regarding the sale of the parcel. The BOD did not require staff to develop
a complete policy and procedure manual, including purchase and sale of
land. The BOD failed to carry out their fiduciary responsibility to obtain
optimal value, therefore depriving the County Agency of significant

revenue.”

RESPONSE:The City of Hemet hereby adopts as its own response
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the response provided by RCHCA as follows:
“Respondent disagrees partially with the finding.

The RCHCA Board of Director's (BOD) meets on a
quarterly basis in which they consider many items. A
significant amount of time transpired between the times
that this item appeared on the BOD agenda and when
the BOD members were interviewed by the Grand Jury.
This would account for any apparent lack of
recollection.

The BOD did review the sale for accuracy and was
aware of the transaction. A closed session was held on
September 28, 2005 where the sale of the surplus
property was considered and memorialized through an
exhibit as well as photos.

The minutes reflect that the BOD authorized the
Executive Director to proceed with the sale of APN 470-
230-001 at fair market value. However, the BOD did not
sign off on incorrect minutes in that the Assessor’s
Parcel Number (APN) cited was taken directly from the
Board meeting agenda. The APN referenced in the
agenda did not correlate to the surplus property under
consideration. The surplus property was located
adjacent to the north of the parcel cited in the Board
meeting agenda and was documented in the
aforementioned exhibit and photos.

Additionally, the JPA creating the RCHCA only requires
the Board to adopt rules and regulations that it may
deem necessary for the conduct of the RCHCA'’s affairs.
This was the first sale of surplus land since creation of
the RCHCA over 17 years ago. The BOD did not have a
policy or procedure specific to the sale of surplus land
for this reason. See also Response to Finding Number



4. The BOD carried -out its fiduciary responsibilities
concerning this sale.”

RECOMMENDATIONS

Grand Jury Recommendation No. 1.

“The RCHCA obtain its own appraisal or conduct an independent review
of the buyer’s appraisal when selling surplus property.”

RESPONSE:The City of Hemet does not have jurisdiction over the
RCHCA and does not have the authority to implement
this recommendation. The City of Hemet hereby adopts
as its own response the response provided by RCHCA
as follows:

“The recommendation has not yet been implemented,
but will be implemented within the next 6 months.”

Grand Jury Recommendation No. 2.

“The RCHCA develop a comprehensive procedure manual that will
instruct the Agency in selling and purchasing land, as well as other
operational functions of the Agency.”

RESPONSE:The City of Hemet does not have jurisdiction over the
RCHCA and does not have the authority to implement
this recommendation. The City of Hemet hereby adopts
as its own response the response provided by RCHCA
as follows:

“The recommendation concerning other RCHCA
operational functions has been implemented while the
RCHCA will develop procedures for the purchase and
sale of land within the next 6 months.”

Grand Jury Recommendation No. 3.

“RCHCA coordinate with EDA on all real estate transactions. EDA will
provide their full complement of reai estate related services, regardiess of
the point in which the request was received.”

RESPONSE:The City of Hemet does not have jurisdiction over the
RCHCA and does not have the authority to implement
this recommendation. The City of Hemet hereby adopts
as its own response the response provided by RCHCA
as follows:
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“The recommendation will be implemented in
connection with any future real estate transaction.”

Grand Jury Recommendation No. 4.

“‘RCHCA through EDA notify adjacent property owners to allow them the
right to purchase the property or engage in competitive bidding to
generate increased revenue for the Agency.”

RESPONSE:The City of Hemet does not have jurisdiction over the

RCHCA and does not have the authority to implement
this recommendation. The City of Hemet hereby adopts
as its own response the response provided by RCHCA
as follows:

“The recommendation will not be implemented.

The cost in delays associated with such notification is
not warranted at this time.”

Grand Jury Recommendation No. 5.

“The Office of the County Counsel replace the General Counsel| assigned
to RCHCA with an attorney who has experience in real property
transactions and knowledge of related laws and policies. Whoever serves
as General Counsel advise RCHCA not only the requirements of the Joint
Powers Agreement, but of the laws of the State of California and the
policies of the County of Riverside.”

RESPONSE:The City of Hemet does not have jurisdiction over the
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RCHCA and does not have the authority to implement
this recommendation. The City of Hemet hereby adopts
as its own response the response provided by RCHCA
as follows:

“The recommendation will not be implemented.

The current General Counsel for the RCHCA has
extensive knowledge and experience with respect to
Federal and State Endangered Species laws, open
meeting laws, and the California Environmental Quality
Act (CEQA). Additionally, Counsel has in depth
familiarity with the Stephen’s Kanagroo Rat Habitat
Conservation Plan (SKR HCP) and it's implementation.
This area of practice is extremely unique and
specialized. It is Ilimited to only a few attorneys in the
state. Since the RCHCA completed the reserve system
established by the SKR HCP in 1998, the only real estate



transaction approved by the BOD is the sale of the
property in question. Thus, the purchase and sale of
real property is negligible compared to other RCHCA
activities. The Office of County Counsel has been and is
available to provide assistance in any future real estate
transactions.”

Grand Jury Recommendation No. 6.

“The member agencies appoint new representatives to the Board of
Directors, as soon as possible, who demonstrate a stronger commitment
to their fiduciary responsibility to optimize revenue from the sale of

property.”

RESPONSE: The City of Hemet herei)y adopts as its res'por'rrs;to this
recommendation the following:

“The recommendation will not be implemented.

The City Attorney and City Council for the City of Hemet
have inquired into the conduct and experience of its
representative to the RCHCA. It was found that the
representative has acted professionally and in
accordance with the law. The City notes that the
RCHCA is audited annually by an ouiside firm who has
found no irregularities, financial or otherwise. The City
Council and City Attorney are satisfied with the
performance of the City's representative to the RCHCA
and have found no reason to replace her with an
individual with less experience.”

77 JarcNidDewe 0
Marc gearl, Mayor
City of Hemet
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