The Agua Dulce Residential
Project

Agua Dulce Town Council meeting
Wednesday July 13th, 2022



Agenda

* Los Angeles County District 5 Supervisor Kathryn Barger
* District 25 Congressman Mike Garcia
* California District 36 Assemblyman Tom Lackey

* Los Angeles Department of Public Works public records responses
e 2002 Multi Agreement and related agreements and bonds

* Issues raised by LA County DPW’s responses in May, June and July
* Next steps to consider



Agency responses to recent correspondence

« Response received on July 13t from the Supervisor’s office to the
May 19t letter from the Town Council

* Congressman Garcia’s office has sent correspondence re The Agua
Dulce Residential Project to appropriate government agencies

* No further update from Assemblyman Lackey’s office to the May 215t
correspondence requesting assistance with the grievances filed in
March



LA County Department of Public Works

* May 2" Letter to Supervisor Barger and Agua Dulce Town Council

* Phase | is a fully entitled project with approved infrastructure improvement plans
(street, storm drain, and water) that are bonded to ensure construction

* The developer has received permits and begun construction to install an extension
of a main water distribution line for the project
e the bonds are held with non-Russian reputable banks

* The County follows all Federal and State requirements regarding the payment of
application and processing fees as well as ensuring bonds are held with acceptable

financial institutions.

* February 10 LA Regional Water Quality Control Board meeting

* Gary Braiden Chadwick, legal counsel for the applicant “The County of Los Angeles
already requires massive bonding to ensure that the work actually happens to the
tune of $S2.7m that the applicant has to put up anyway.”



LA County Department of Public Works

 April 11% PRR requested copies of the grading permit, agreements and
financial assurances between RTG Investment LLC and Los Angeles County
Department of Public Works

* On May 24, DPW indicated that no records of any agreements or financial
assurances with RTG can be located

* May 24t PRR requesting copies of the ‘bonds’ and related agreements
referenced in Mark Pestrella’s May 2" letter

* OnJune 16, DPW provided a copy of the Standby Letter of Credit indicating that it
was a ‘draft’ and that pending negotiation of a final document securing the
performance of the obligations set forth in the multiple agreement by the new
owner of Tract 50385 DPW will not disclose any further copies of the draft beyond
the October 2021 version under Government Code Section 6254(a)



Government Code Section 6254(a)

* Code governing disclosure of information to the public

* Except as provided in Sections 6254.7 and 6254.13, this chapter does
not require the disclosure of any of the following records:

(a) Preliminary drafts, notes, or interagency or intra-agency memoranda that
are not retained by the public agency in the ordinary course of business, if the
public interest in withholding those records clearly outweighs the public
interest in disclosure.



LA County Department of Public Works

* PRR sent to LA County DPW on May 25t 2022 requesting copies of
extensions to the 2002 multiple agreement

* On June 16, DPW provided a copy of the three renewals by the original
developers ending in mid-May 2016

* “To the extent that any agreement regarding a successor [RTG Investment

LLC] replacing the original developers exists, it is in draft form and is not
subject to disclosure”

 DPW will not disclose any copies of the draft under Government Code Section
6254(a)



LA County Department of Public Works

* PRR sent to LA County DPW on June 17t 2022 requesting copies of all
bonds referenced in Mark Pestrella’s May 2"9 2022 letter to K. Barger

e OnJuly 11t, DPW provided a copy of the three renewals and 2002 multi part
agreement (already provided previously)

* Remarks in the PRR state that “currently existing Multiple Agreement
between the County and the previous owner of Tract 50385-01,
amendments to the currently existing Multiple Agreement and currently
existing bonds relating to the currently existing Multiple Agreement all of
which are still in effect.”

* the County does not have a copy of the June 2021 Multiple Agreement
Extension letter extending the currently existing Multiple Agreement




LA County Department of Public Works

* PRR response received on July 12th 2022 with a copy of the executed letter of
credit and grading permit UNC-GRAD200218000115
* Grading Permit

* Applicants are Sikand Engineering, Van Nuys, CA

* Contractoris Agua Construction, LLC, Van Nuys, CA

* Payer is RTG Investment, LLC, Glendale, CA

* Permits grading of 1.9 million cubic yards of dirt on Phase 1

e Letter of Credit

« 52,270,000 related to grading permit
e Credit Suisse Bank, Zurich

* Vinette Trading Company, Nicosia, Cyprus the holding company of RTG Investment, LLC



What is a bond?

* It is an insurance that protects against disruptions or financial loss due to a
contractor's failure to complete a project or failure to meet contract specifications

e Typically there are three parties to a bond:
* Obligee —the investor, project owner, Government agency
* Principal - the party building the project

e Guarantor - the Surety company that puts up the bond on behalf of the Principal in favor of
the Obligee

* Bonds typically have two components:
* Protection against overall job incompletion/quality of job work (performance)
* Protection against nonpayment for materials from suppliers and labor from subcontractors

* The 2002 multi agreement between LA County and Wood Ridge LLC (Coussoulis)
and Brandenburg-Agua Dulce, LLC (Lee Brandenburg) ensured that the Phase 1
infrastructure would be constructed properly so that LA County could
subsequently adopt it



The structure of a surety bond
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The 2002 Multi Agreement for TR 50385-01

* Principals: Wood Ridge LLC (Coussoulis) and Brandenburg-Agua Dulce, LLC

* Significantly experienced residential and commercial property developers in the US
* Obligees: LA County Public Works and Flood Control District

* Encompasses 10 separate bonds related to the first 3 phases (Phase 1) of
the Agua Dulce Residential Project amounting to $11,905,500
* Water System Improvements — 7 bonds totaling $7.902 million
* Road Improvements — 1 bond totaling $1.664 million
e Storm Drain Improvements — 1 bond totaling $2.325 million
* Monumentation — 1 bond totaling $14,500

e Combination of performance and labor/material bonds

 Adjusted for inflation, this would now be $18-19.5 million with the Water
System Improvements representing $11.9-12.8 million of this



Issues with July 11 PRR Remarks

* On December 31 2021, Brandenburg-Agua Dulce LLC filed form LLC
4/7 canceling the company and formally dissolving the LLC
(200001310100) with the California Secretary of State

* On July 12t 2022, Dennis Bushore, Vice President of Wood Ridge LLC
confirmed that the 2002 bonds related to the project no longer exist
after the project was sold in 2019

* The PRR remarks made by LA County DPW that the prior bonds are
still in effect is simply untrue since one principal no longer exists as a
legal entity and the other principal is adamant that they have expired



Chronology of responses by LA County DPW

* May 2" — fully bonded and permitted and the bonds are held with reputable
non-Russian banks. The developer has commenced installation of the main water
line [Elite Excavation began work on Sierra Hwy began in March/April 2022]

* May 24t —in response to the April 11%" PRR, we do not possess records
responsive to the agreements related to GRAD200218000115 or the financial
assurances [bonds] between LA County DPW and RTG Investment, LLC

* June 16t —the $2.27m Standby Letter of Credit and the bonds noted on May 2"
are in draft form at present and it is not in the public interest for DPW to release
further copies of drafts

* June 16t — Multi Agreement GRAD200218000115 was renewed through May
2016 by the prior developer but to the extent that any agreement regarding a
successor [RTG Investment LLC] replacing the original developers exists, it is in
draft form and is not subject to disclosure. It is not in the public interest to do so.



Recap of position taken by LA County DPW

e July 11t — Multi Agreement GRAD200218000115 was allegedly
extended in June 2021 but LA County does not have a copy of a
document from 12 months ago to which they are a party

e July 11" — The Multi Agreement and the related bonds with Wood
Ridge LLC and Brandenburg-Agua Dulce LLC are still in effect even
though Brandenburg-Agua Dulce LLC ceased to exist on 12/31/2021
and Wood Ridge LLC reps indicate that the bonds have expired

* July 12t — The grading permit is being paid for using the Irrevocable
Standby Letter of Credit in final form that was shared by the RWQCB
in April



Questions raised by LA County DPW's responses?

* How can a bond continue to be valid for a principal that has ceased to exist?

* Why would a developer hold a bond on a project they never did any work on and
no longer own or control?

* Which principal(s) extended the Multi Agreement in June 20217?

* How can the Agua Dulce Residential Project be ‘fully bonded’” when the bonds
and related agreements only exist in draft format in June 20227

* How is construction allowed to commence on a 20” water main when the
applicable agreements and bonds only exist in non-final draft format?

 Why did RTG submit the draft LC to the RWQCB and not a copy of the bonds?

* Does LA County DPW’s reluctance to disclose the ‘successor’ documents to
GRAD200218000115 indicate that RTG Investment LLC may not be funding this
part of the project exclusively or that there are no/minimal bonds in place?



Supervisor Barger’s response of July 13t

e “After consulting with State and Federal agencies, the agency staff are not
aware of any evidence that any party involved with or related to RTG Inc.
[sic], or their partners or subsidiaries, or their banks providing letters of
credit for the development is ﬁrohibited by local, State, or federal law from
entering into transactions with Los Angeles County.”

* “Appropriate County departments, in consultation with County Counsel,
have reviewed with agreement [Between Mr. Estes and RTG Investment,
LLC] and the agreement in question is between two private parties and
does not involve the County. Enforcement of the provisions is a civil,
private matter.”

* The parties can apply to District 37 for further improvements to the water
main as contemplated in the agreement.

* The grading permit has been issued for Phase 1 according to the final map.



Agency comments #1 — RTG link to Rutsog

* “With respect to the potential connection of RTG to Rutsog Invest, we
examined records from the California Secretary of State and found no
connection between the two entities.”

* The community disputes this follows:



Screenshot of Rutsog.ru website

* Rutsog.ru recently password protected
their website

* This April 2022 screenshot is from the
Internet Archive

* https://web.archive.org/web/20220402
004227/https://www.rutsog.ru/



Screenshot of RTGInvest.com website

* This July 2022 screenshot is from the
RTG Investment LLC website

* https://www.rtginvestment.com/team/r
uben-grigoryan/



Screenshot of RTGInvest.com website
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Quote from Ruben
Grigoryan, President of
RTG Investment, LLC

RTG Investment, LLC
address in Glendale, CA

RTG Investment, LLC
address in Moscow, Russia

RTGInvest.com recently redesigned their
website

This June 2019 screenshot is from the
Internet Archive of the prior version
https://web.archive.org/web/20190601
000000*/https://www.rtginvest.com/



RTG Investment, LLC CA Form LLC 12

.

* December 2018 Statement of Information for
RTG Investment, LLC
* https://bizfileonline.sos.ca.gov/search/business



Agency comments #2 —Russia sanctions

* “The County does not have the ability, records or resources to investigate
relations between developer and non-United States entities. Even if the County
were able to confirm, (which the County was not able to) from the records
available to it that RTG is related to Russian entities or persons, such a connection
alone would not be a legally recognized basis for denying RTG its vested
development rights.

* However if RTG or any entities to which it may be related are identified on a list
of “banned persons”, the County would have to examine what effect the ban
would have on RTG’s development rights. To that end, we consulted the Specially
Designated Nationals (SDN) List maintained by the Department of the Treasury’s
Office of Foreign Assets Control (OFAC). The SDN List identifies Russian entities
and individuals with whom United States persons cannot engage in any
transactions. Repeated searches — as the SDN List is periodically updated — show
that none of the individuals or entities identified below are on the SDN list.”



Community response #2 — Russia sanctions

* The Council has already explained that the ‘banned persons’ SDN List
is separate to the scope of Executive Order 14071 that became
effective as of June 7th 2022.

* The Council has already laid out a clear path between RTG
Investment, LLC in California, RTG Investment LLC in Wyoming and
Rutsog Invest via the Vinette Trading Company in Nicosia, Cyprus and
Moscow Russia who are a party, along with RTG Investment, the July
11t Irrevocable Letter of Credit for the Grading Permit UNC-
GRAD200218000115

* OFAC has already outlined a wide range of business services that US
Persons cannot provide directly or indirectly to Russian ‘persons’



Agency comments #3 — Banking Sanctions

* “Based on the records the County has before it — a single letter of
credit — there is no evidence that any banned Russian banks are
involved in the LOC being offered by RTG to secure its grading or
other obligations. Additionally the County will be able to obtain
payment on letters of credit provided to the County by RTG because:

* LOC is maintained by Credit Suisse, which is not prohibited from using SWIFT

e Credit Suisse cannot issue an LOC unless it has in its possession the full sum of
money identified in the LOC; thus it should not need to obtain any additional
funds from any other entity to pay the County any amounts under the LOC
that the County may require; and

* The LOC only comes into play if RTG does not perform the actions required of
it under the RMA and/or abandons the project”



Community response #3 — Banking Sanctions

* The issue raised is why the County is accepting payment instruments
on behalf of a US entity (RTG Investment, LLC) which is controlled by a
holding company in Nicosia, Cyprus (Vinette Trading Company
Limited) which shares an address of a Russian parent company
(Rutsog Invest) using funds from a bank account in Switzerland

* Since RTG Investment LLC appears to be under the indirect control of
a parent company based in the Russian Federation and shares the
same principal, Ruben T. Grigoryan, the LOC instrument appears to
circumvent the international financial sanctions irrespective of
whether Credit Suisse is a Russian bank or not



Agency comments #4 — Executive Order 14071

e “..Presidential Executive Orders (14071 and 14024) ban categories of transaction such as
the provision of “accounting services, trust and corporate formation services, and
management consulting services” by a United States person to a Russian entity or
individual. RTG has offered a letter of credit (LOC) to the County to guarantee RTG's
performance of gradin% work on Tract 50385-01. The letter of credit does not fall within
any of the categories of banned transactions, therefore, it is not prohibited.

* Additionally, the two Executive Orders only ban United States persons from providing
such services to a Russian entity or individual. No US person is providing or will provide
any accounting, trust, corporate formation or management consulting services to a
Russian entity or individual under the letter of credit because the letter of credit is not
for the benefit of the developer, it is required to protect County taxpayers. The County
inspects a development under an RMA to make sure that developer is meeting their
obligations under the RMA and the improvements are constructed as required. If they
are not, or if the developer abandons the project, the County may use the funds
provided under the letter of credit to take over completion of the project or the
Improvements that the developer is required to build.”



Community comments #4 — E.0O. 1407/1

* The issue is not whether the LOC falls within the scope of the
Executive Order but whether provision of advice and opinion by
County staff to the developer directly, or to the developer’s
subcontractors, is a prohibited provision of ‘business services’ as
defined by OFAC on May 8t 2022 that became effective on June 7th

* Since RTG Investment LLC appears to be under the indirect control of
a parent company based in the Russian Federation, as already
outlined previously, provision of any ‘business services’ related to the
project by US Persons (including those who work for the County)
would be for the indirect benefit of a company based in the Russian

Federation



Next steps

* As approved in March 2022, write to Supervisor Barger and ask for
clarification on issues raised the May 2" and July 13t responses:

* Explain the discrepancies between the position laid out in Mark Pestrella and
Amy Bodek’s May 2" |etter to Supervisor Barger and the Agua Dulce Town
Council and the subsequent responses provided by DPW to Public Records
Requests regarding the bonds and agreements between LA County DPW and
the developer that contradict what was stated in the letter

* Explain how construction of a 20” water main has commenced without the
final versions of applicable bonds and agreements being in place

e Confirm all sources of funding for the Water System Improvements and other
related improvements required for the project and request production of all
draft agreements and bonds claimed in the May 2" |etter

« Respond to the agency comments in the July 13t letter



