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Fax Number
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For CSM Use Only1. TEST CLAIM TITLE

2. CLAIMANT INFORMATION

3. CLAIMANT REPRESENTATIVE
INFORMATION

Test Claim #:

Claimant designates the following person to act as
its sole representative in this test claim. All
correspondence and communications regarding this
claim shall be forwarded to this representative. Any
change in representation must be authorized by the
claimant in writing, and sent to the Commission on
State Mandates.

Claimant Representative Name

Title

Organization

Street Address

City, State, Zip

Telephone Number

Fax Number

E-Mail Address

Filing Date:

4. TEST CLAIM STATUTES OR
EXECUTIVE ORDERS CITED

" Copies of all statutes and executive orders cited are
attached.

Sections 5, 6, and 7 are attached as follows:
5. Written Narrative: pages _____ to _____.
6. Declarations: pages _____ to _____.
7. Documentation: pages _____ to _____.

.<62B6 ;56>C;7G 2<< 4?56 B64C;?>B ";>4<D56 BC2CDC6B$ 492@C6AB$

2>5 3;<< >D=36AB# "6%8%$ .6>2< -?56 /64C;?> '&()$ /C2CDC6B

'&&($ -92@C6A )( 0+, '*&1#$ A68D<2C;?>B ";>4<D56 A68;BC6A

>D=36A 2>5 67764C;E6 52C6#$ 2>5 6F64DC;E6 ?A56AB ";>4<D56

67764C;E6 52C6# C92C ;=@?B6 C96 2<<6865 =2>52C6 %

(Revised '/20$%)

Housing Successor Agency

Stanton Housing Authority

Omar Dadabhoy

Deputy Executive Director

7800 Katella Avenue

Stanton, CA 90680

(714) 890-4213

(714) 890-1443

ODadabhoy@ci.stanton.ca.us

Elizabeth W. Hull

Partner

Best Best & Krieger LLP

18101 Von Karman Ave, Suite 1000

Irvine, CA 92612

(949) 263-2608

(949) 260-0972

Elizabeth.Hull@bbklaw.com

Health & Safety Code Section 34176
Statutes 2011-12 First Extraordinary Session,
Chapter 5 [ABX1 26];
Statutes 2012; Chapter 26 [AB 1484].
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Housing Successor Agency 
Stanton Housing Authority 

Section 5 

a. Staff and consultant fees and costs associated with the completion of the Housing 
Asset Transfer Form ("HAT"), including costs related to the completion, 
submission and meet & confer with DOF, and implementation of the HAT. 

b. $6,500,000 in replacement housing costs for 12 properties that were demolished 
by the former Stanton Redevelopment Agency. 

c. $7 ,041,684 in replacement housing costs for the 13 properties to be demolished. 

d. $519,600 for demolition [$390,000 for demolition of the 13 properties ($30,000 
per property), +$129,600 for fencing ($21,600 per 6 month period).] 

e. $1,629,000 in relocation expenses [$24,000 for relocation plan plus $1,605,000 in 
relocation costs] for the 13 properties previously purchased by the former Stanton 
Redevelopment Agency, in which the tenants have not yet been paid relocation 
costs. 

f. $105,000 m consultant fees to assist with relocation of Tina/Pacific Project 
existing tenants. 

g. Estimated $612,000 in staff time related to Tina/Pacific Project. 

h. Estimated $596,400 in maintenance/utilities/miscellaneous expenses for all 25 
Tina/Pacific Project properties. 

Additionally, the HAT lists additional properties there were transferred from the former 
RDA to the Housing Authority, which will require costs associated with maintenance, 
utilities and staff time. 

(BJ A detailed description of existing activities and costs that are modified by the 
mandate. 

Prior to ABXl 26, the Authority did not have any responsibilities or obligations 
associated with former RDA properties, including the Tina/Pacific Project. All 
obligations of the Authority related to former RDA properties, and the HAT form, are a 
new program or higher level of service imposed by ABXl 26 and AB 1484. 

(CJ The actual increased costs incurred by the claimant during the fiscal year for which 
the claim was filed to implement the alleged mandate. 

ABXl 26 was adopted on June 28, 2011; however, the former RDA's responsibilities 
were not transferred to the Authority until January 10, 2012 per Stanton City Council 
Resolution No. 2012-03 (in accordance with Health & Safety Code Section 34170(a).) 

Actual increased costs incurred in Fiscal Year 2012-2013 were as follows: $113,851.43 
for maintenance, utilities, and miscellaneous expenses; $18,496 for consultant services; 
$205,744.29 for staffing. 
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RECEIVED
July 22, 2013

COMMISSION ON
STATE MANDATES

Exhibit C
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DECLARATION OF SERVICE BY EMAIL

I, the undersigned, declare as follows:

I am a resident of the County of Solano and I am over the age of 18 years, and not a party to the 
within action.  My place of employment is 980 Ninth Street, Suite 300, Sacramento, 
California 95814.

On July 31, 2013, I served the:

Notice of Complete Test Claim Filing, Schedule for Comments, and 
Request for Additional Information
Housing Successor Agency, 12-TC-03
Health and Safety Code Sections 34176;
Statutes 2011-12, First Extraordinary Session, Chapter 5 9ABX1 260; 
Statutes 2012, Chapter 26, (AB 1484)
Stanton Housing Authority, Claimant

by making it available on the Commission’s website and providing notice of how to locate it to 
the email addresses provided on the attached mailing list.

I declare under penalty of perjury under the laws of the State of California that the foregoing is 
true and correct, and that this declaration was executed on July 31, 2013 at Sacramento, 
California.

____________________________
Heidi J. Palchik
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA  95814
(916) 323-3562

______________________________________ __________
Heidi J PPPPPPPPPalchik
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Original List Date: 7/31/2013
Last Updated: 7/31/2013

Commission on State Mandates

List Print Date: 07/31/2013 Mailing List
Claim Number:
Issue:

12-TC-03
Housing Successor Agency

TO ALL PARTIES AND INTERESTED PARTIES:

Each commission mailing list is continuously updated as requests are received to include or remove any party or person
on the mailing list.    A current mailing list is provided with commission correspondence, and a copy of the current mailing
list is available upon request at any time.  Except as provided otherwise by commission rule, when a party or interested
party files any written material with the commission concerning a claim, it shall simultaneously serve a copy of the written
material on the parties and interested parties to the claim identified on the mailing list provided by the commission.
However, this requirement may also be satisfied by electronically filing your documents.  Please see
http://www.csm.ca.gov/dropbox.shtml on the Commission's website for instructions on electronic filing.  (Cal. Code
Regs., tit. 2, § 1181.2.)

Ms. Gwendolyn Carlos
State Controllers Office

(916) 324-5919

(916) 323-4807Fax:

Tel:

gcarlos@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA 95816

Mr. Daniel Carrigg
League of California Cities

(916) 658-8200

(916) 658-8240Fax:

Tel:

Dcarrigg@cacities.orgEmail
1400 K Street, #400
Sacramento, CA  95814

Ms. Lacey Baysinger
State Controller's Office

(916) 324-0254

Fax:

Tel:

lbaysinger@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Frank Murphy
MAXIMUS

(949) 440-0845

(949) 440-0855Fax:

Tel:

frankmurphy@maximus.comEmail
17310 Red Hill Avenue, Suite 340
Irvine, CA 92614

Ms. Marieta Delfin
State Controller's Office (B-08)

(916) 323-0706

(916) 322-4404Fax:

Tel:

mdelfin@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Dennis Speciale
State Controller's Office (B-08)

(916) 324-0254

Fax:

Tel:

DSpeciale@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Page:  1
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Ms. Hasmik Yaghobyan
County of Los Angeles

(213) 893-0792

(213) 617-8106Fax:

Tel:

hyaghobyan@auditor.lacounty.govEmail
Auditor-Controller's Office
500 W. Temple Street, Room 603
Los Angeles, CA  90012

Ms. Jolene Tollenaar
MGT of America

(916) 443-9136

(916) 443-1766Fax:

Tel:

jolene_tollenaar@mgtamer.comEmail
2001 P Street, Suite 200
Sacramento, CA  95811

Mr. Edward Jewik
Los Angeles County Auditor-Controller's Office

(213) 974-8564

(213) 617-8106Fax:

Tel:

ejewik@auditor.lacounty.govEmail
500 W. Temple Street, Room 603
Los Angeles, CA  90012

Mr. Jai Prasad
County of San Bernardino

(909) 386-8854

(909) 386-8830Fax:

Tel:

jai.prasad@atc.sbcounty.govEmail
Office of Auditor-Controller
222 West Hospitality Lane,  4th Floor
San Bernardino, CA  92415-0018

Ms. Annette Chinn
Cost Recovery Systems, Inc.

(916) 939-7901

(916) 939-7801Fax:

Tel:

achinncrs@aol.comEmail
705-2 East Bidwell Street, #294
Folsom, CA  95630

Mr. Mark Rewolinski
MAXIMUS

(949) 440-0845

(916) 366-4838Fax:

Tel:

markrewolinski@maximus.comEmail
625 Coolidge Drive, Suite 100
Folsom, CA  95630

Ms. Socorro Aquino
State Controller's Office

(916) 322-7522

Fax:

Tel:

SAquino@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Andy Nichols
Nichols Consulting

(916) 455-3939

(916) 739-8712Fax:

Tel:

andy@nichols-consulting.comEmail
1857 44th Street
Sacramento, CA 95819

Mr. Michael Byrne
Department of Finance

(916) 445-3274

Fax:

Tel:

michael.byrne@dof.ca.govEmail
915 L Street, 8th Floor
Sacramento, CA  95814

Mr. Mark Ibele
Senate Budget & Fiscal Review Committee (E-22)

(916) 651-4103

(916) 323-8386Fax:

Tel:

Mark.Ibele@sen.ca.govEmail
California State Senate
State Capitol, Room 5019

Page:  2
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Sacramento, CA  95814

Ms. Jill Kanemasu
State Controller's Office (B-08)

(916) 322-9891

Fax:

Tel:

jkanemasu@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. David Wellhouse
David Wellhouse & Associates, Inc.

(916) 368-9244

(916) 368-5723Fax:

Tel:

dwa-david@surewest.netEmail
9175 Kiefer Blvd, Suite 121
Sacramento, CA  95826

Ms. Kathy Rios
State Controllers Office

(916) 324-5919

(916) 323-4807Fax:

Tel:

krios@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA 95816

Mr. Jim Spano
State Controller's Office (B-08)

(916) 323-5849

(916) 327-0832Fax:

Tel:

jspano@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Ms. Anita Worlow
AK & Company

(916) 972-1666

Fax:

Tel:

akcompany@um.att.comEmail
3531 Kersey Lane
Sacramento, CA  95864

Mr. Leonard Kaye
Los Angeles County Auditor-Controller's Office

(213) 974-9653

(213) 617-8106Fax:

Tel:

lkaye@auditor.lacounty.govEmail
500 W. Temple Street, Room 603
Los Angeles, CA  90012

Mr. Jeff Goldstein
MAXIMUS

(949) 440-0845

(949) 440-0855Fax:

Tel:

jeffgoldstein@maximus.comEmail
17310 Red Hill Avenue, Suite 340
Irvine, CA 92614

Ms. Evelyn Tseng
City of Newport Beach

(949) 644-3127

(949) 644-3339Fax:

Tel:

etseng@newportbeachca.govEmail
100 Civic Center Drive
Newport Beach, CA  92660

Ms. Hortencia Mato
City of Newport Beach

(949) 644-3000

Fax:

Tel:

hmato@newportbeachca.govEmail
100 Civic Center Drive
Newport Beach, CA 92660
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Mr. Allan Burdick
Mandates Plus

(916) 203-3608

Fax:

Tel:

allanburdick@gmail.comEmail
1104 Corporate Way
Sacramento, CA  95831

Ms. Marianne O'Malley
Legislative Analyst's Office (B-29)

(916) 319-8315

(916) 324-4281Fax:

Tel:

marianne.O'malley@lao.ca.govEmail
925 L Street, Suite 1000
Sacramento, CA  95814

Ms. Ferlyn Junio
Nimbus Consulting Group, LLC

(916) 480-9444

(800) 518-1385Fax:

Tel:

fjunio@nimbusconsultinggroup.comEmail
2386 Fair Oaks Boulevard, Suite 104
Sacramento, CA 95825

Ms. Susan Geanacou
Department of Finance (A-15)

(916) 445-3274

(916) 449-5252Fax:

Tel:

susan.geanacou@dof.ca.govEmail
915 L Street, Suite 1280
Sacramento, CA  95814

Mr. J. Bradley Burgess
MGT of America

(916)595-2646

Fax:

Tel:

Bburgess@mgtamer.comEmail
895 La Sierra Drive
Sacramento, CA 95864

Mr. Jay Lal
State Controller's Office (B-08)

(916) 324-0256

(916) 323-6527Fax:

Tel:

JLal@sco.ca.govEmail
Division of Accounting & Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Brian Uhler
Legislative Analyst's Office (B-29)

(916) 319-8328

Fax:

Tel:

brian.uhler@lao.ca.govEmail
925 L Street, Suite 1000
Sacramento, CA  95814

Mr. Tom Dyer
Department of Finance (A-15)

(916) 445-3274

Fax:

Tel:

tom.dyer@dof.ca.govEmail
915 L Street
Sacramento, CA  95814

Ms. Harmeet Barkschat
Mandate Resource Services, LLC

(916) 727-1350

(916) 727-1734Fax:

Tel:

harmeet@calsdrc.comEmail
5325 Elkhorn Blvd. #307
Sacramento, CA  95842

Mr. Christien Brunette
MAXIMUS

(916) 471-5510

(916) 366-4838Fax:

Tel:

christienbrunette@maximus.comEmail
625 Coolidge Drive, Suite 100
Folsom, CA  95630
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Original List Date: 7/31/2013
Last Updated: 7/31/2013

Commission on State Mandates

List Print Date: 07/31/2013 Mailing List
Claim Number:
Issue:

12-TC-03
Housing Successor Agency

TO ALL PARTIES AND INTERESTED PARTIES:

Each commission mailing list is continuously updated as requests are received to include or remove any party or person
on the mailing list.    A current mailing list is provided with commission correspondence, and a copy of the current mailing
list is available upon request at any time.  Except as provided otherwise by commission rule, when a party or interested
party files any written material with the commission concerning a claim, it shall simultaneously serve a copy of the written
material on the parties and interested parties to the claim identified on the mailing list provided by the commission.
However, this requirement may also be satisfied by electronically filing your documents.  Please see
http://www.csm.ca.gov/dropbox.shtml on the Commission's website for instructions on electronic filing.  (Cal. Code
Regs., tit. 2, § 1181.2.)
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Original List Date: 7/31/2013
Last Updated: 8/30/2013

Commission on State Mandates

List Print Date: 08/30/2013 Mailing List
Claim Number:
Issue:

12-TC-03
Housing Successor Agency

TO ALL PARTIES AND INTERESTED PARTIES:

Each commission mailing list is continuously updated as requests are received to include or remove any party or person
on the mailing list.    A current mailing list is provided with commission correspondence, and a copy of the current mailing
list is available upon request at any time.  Except as provided otherwise by commission rule, when a party or interested
party files any written material with the commission concerning a claim, it shall simultaneously serve a copy of the written
material on the parties and interested parties to the claim identified on the mailing list provided by the commission.
However, this requirement may also be satisfied by electronically filing your documents.  Please see
http://www.csm.ca.gov/dropbox.shtml on the Commission's website for instructions on electronic filing.  (Cal. Code
Regs., tit. 2, § 1181.2.)
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STATE OF CALIFORNIA 

COMMISSION ON STATE MANDATES 
980 NINTH STREET, SUITE 300 
SACRAMENTO, CA 95814 
PHONE: (916) 323-3562 
FAX: (916) 445-0278 
E-mail: csminfo@csm.ca.gov 

January 31, 2014 

Ms. Elizabeth W. Hull 
Best Best & Krieger LLP 

EDMUND G. BROWN JR., Governor 

Mr. Omar Dadabhoy 
Deputy Executive Director 
Stanton Housing Authority 
7800 Katella Avenue 
Stanton, CA 90680 

18101 Von Karman A venue, Suite 1000 
Irvine, CA 92612 

And Parties, Interested Parties, and Interested Persons (See Mailing List) 

Re: Draft Staff Analysis and Proposed Statement of Decision, Schedule for Comments, and 
Notice of Hearing 
Housing Successor Agency, 12-TC-03 
Health and Safety Code Sections 34176; 
Statutes 2011-12, First Extraordinary Session, Chapter 5 9ABX1 260; 
Statutes 2012, Chapter 26, (AB 1484) 
Stanton Housing Authority, Claimant 

Dear Mr. Dadabhoy and Ms. Hull: 

The draft staff analysis and proposed statement of decision for the above-named matter is enclosed 
for your review and comment. 

Written Comments 

Written comments may be filed on the draft staff analysis by February 21, 2014. You are advised 
that comments filed with the Commission are required to be simultaneously served on the other 
interested parties on the mailing list, and to be accompanied by a proof of service. However, this 
requirement may also be satisfied by electronically filing your documents. Please see 
http://www.csm.ca.gov/dropbox.shtml on the Commission's website for instructions on electronic 
filing. (Cal. Code Regs., tit. 2, § 1181.2.) 

If you would like to request an extension of time to file comments, please refer to section 
1183.0l(c)(l) of the Commission's regulations. 

Hearing 

This matter is set for hearing on Friday, March 28, 2014, at 10:00 a.m., State Capitol, 
Room 44 7, Sacramento, California. The final staff analysis will be issued on or about 
March 14, 2014. Please let us know in advance if you or a representative of your agency 
will testify at the hearing, and if other witnesses will appear. If you would like to request 
postponement of the hearing, please refer to section 1183.0l(c)(2) of the Commission's regulations. 

Please contact Matt Jones at (916) 323-3562 if you have any questions. 

s~ 
Heather Halsey 
Executive Director 

j : \mandates\2012\tc \ 12-tc-O 3 (housing successor) \correspondence\tcdsatrans .docx 
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Hearing Date:  March 28, 2014 
J:\MANDATES\2012\TC\12-TC-03(Housing successor)\TC\DSA_PSOD.docx 

ITEM __ 
TEST CLAIM 

DRAFT STAFF ANALYSIS 
AND 

PROPOSED STATEMENT OF DECISION 
Health and Safety Code Section 34176 

Statutes 2011, First Extraordinary Session, Chapter 5 (ABX1 26); 
Statutes 2012, Chapter 26 (AB 1484) 

Housing Successor Agency  

12-TC-03 

Stanton Housing Authority, Claimant 

Attached is the draft proposed statement of decision for this matter.  This draft proposed 
statement of decision also functions as the draft staff analysis, as required by section 1183.07 of 
the Commission’s regulations.   

EXECUTIVE SUMMARY 

Overview 
This test claim alleges reimbursable state-mandated activities arising from the dissolution of the 
former Stanton Redevelopment Agency and the transfer of that agency’s assets and obligations 
to the Stanton Housing Authority (Authority), pursuant to Health and Safety Code section 34176. 
The Commission finds that the Stanton Housing Authority enjoys an exemption from the taxing 
and spending restrictions of articles XIII A and B of the California Constitution and is therefore 
ineligible to claim mandate reimbursement.1 

Procedural History 
On June 28, 2013, the Authority filed this test claim.  On July 8, 2013, Commission staff issued 
notice that the test claim filing was not complete, on grounds that the Authority had failed to 
establish that it was a local agency eligible to claim reimbursement before the Commission.  On 
July 22, 2013, the Authority filed a rebuttal to Commission staff’s notice, asserting that 
Commission staff did not have sufficient discretion and authority to determine its filing 
incomplete, and asserting that it is an independent local agency established by statute, citing to 
Health and Safety Code sections 34203 and 34240.  On July 31, 2013, Commission staff issued a 

1 In its filings on the test claim, the Stanton Housing Authority failed to establish that it is an 
eligible claimant before the Commission.   However, because it was not possible to determine 
conclusively whether the Authority is an eligible claimant without a full analysis of the issue of 
whether it is subject to the taxing and spending limitations of articles XIII A and B, the 
Commission takes jurisdiction to decide that issue. 
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notice of complete test claim filing and schedule for comments, including a request for additional 
information regarding the Authority’s status as an eligible claimant.  On August 30, 2013, the 
State Controller’s Office (Controller) notified the Commission that it had no comments on the 
test claim.  Also on August 30, 2013, the Department of Finance (Finance) submitted comments 
on the test claim, and responded to Commission staff’s request for additional information. 

Commission Responsibilities 
Under article XIII B, section 6 of the California Constitution, local agencies and school districts 
are entitled to reimbursement for the costs of state-mandated new programs or higher levels of 
service.  In order for local government to be eligible for reimbursement, one or more similarly 
situated local agencies or school districts must file a test claim with the Commission.  “Test 
claim” means the first claim filed with the Commission alleging that a particular statute or 
executive order imposes costs mandated by the state.  Test claims function similarly to class 
actions and all members of the class have the opportunity to participate in the test claim process 
and all are bound by the final decision of the Commission for purposes of that test claim.   

The Commission is the quasi-judicial body vested with exclusive authority to adjudicate disputes 
over the existence of state-mandated programs within the meaning of article XIII B, section 6.  In 
making its decisions, the Commission cannot apply article XIII B as an equitable remedy to cure 
the perceived unfairness resulting from political decisions on funding priorities.2   

Claims 
This analysis does not reach the merits of whether Health and Safety Code section 34176 
imposes a reimbursable state-mandated program.  The claimant is not eligible to claim mandate 
reimbursement pursuant to article XIII B, section 6 because it is not subject to the taxing and 
spending restrictions of articles XIII A and XIII B of the California Constitution.  

Analysis 
Article XIII B, section 6 requires reimbursement to local governments for increased costs 
mandated by the state.  “Costs mandated by the state” is defined to mean “any increased costs 
which a local agency or school district is required to incur…as a result of any statute…or any 
executive order implementing any statute…which mandates a new program or higher level of 
service of an existing program.”3  “Local agency,” in turn, is defined to include “any city, 
county, special district, authority, or other political subdivision of the state.”4  However, not 
every “local agency,” as defined, is eligible to claim reimbursement pursuant to article XIII B, 
section 6.  In addition to fitting the description above of a local agency, an entity must also be 
subject to the tax and spend limitations of articles XIII A and XIII B.  As explained in the 
following analysis, a local agency that does not collect or expend the proceeds of taxes, as 
defined in the Constitution and interpreted by the courts, is not eligible to claim reimbursement 
under article XIII B, section 6.  Therefore, because housing authorities have no authority to 
impose taxes and do not expend the proceeds of taxes, such agencies are not eligible to receive 

2 City of San Jose v. State of California (1996) 45 Cal.App.4th 1802. 
3 Government Code section 17514 (Stats. 1984, ch. 1459). 
4 Government Code secton 17518 (Stats. 1984, ch. 1459). 
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reimbursement under article XIII B, section 6.  Therefore, because the Stanton Housing 
Authority is not subject to the taxing and spending limitations of articles XIII A and XIII B, it is 
not an eligible claimant within the meaning of article XIII B, section 6. 

A. Article XIII B, Section 6 Requires Reimbursement Only When the Local 
Government is Subject to the Tax and Spend Provisions of Articles XIII A and 
XIII B of the California Constitution. 

In 1978, the voters adopted Proposition 13, which drastically reduced property tax revenue 
previously enjoyed by local governments by setting the maximum amount of ad valorem 
property tax on real property at 1% of the full cash value of the property.5  Article XIII B was 
adopted by the voters less than 18 months after the addition of article XIII A to the state 
Constitution, and was billed as “the next logical step to Proposition 13.”6  While article XIII A is 
aimed at controlling ad valorem property taxes and the imposition of new special taxes, “the 
thrust of article XIII B is toward placing certain limitations on the growth of appropriations at 
both the state and local government level; in particular, Article XIII B places limits on the 
authorization to expend the ‘proceeds of taxes.’”7   

Article XIII B established “an appropriations limit,” or spending limit for each “local 
government” beginning in fiscal year 1980-1981.8  No “appropriations subject to limitation” may 
be made in excess of the appropriations limit, and revenues received in excess of authorized 
appropriations must be returned to the taxpayers within the following two fiscal years.9  Article 
XIII B does not limit the ability to expend government funds collected from all sources; the 
appropriations limit is based on “appropriations subject to limitation,” which means, pursuant to 
article XIII B, section 8, “any authorization to expend during a fiscal year the proceeds of taxes 
levied by or for that entity.”10  Appropriations subject to limitation do not include “local agency 
loan funds or indebtedness funds,”11 “investment (or authorizations to invest) funds…of an 
entity of local government in accounts at banks…or in liquid securities,”12 “[a]ppropriations for 
debt service,” “[a]ppropriations required to comply with mandates of the courts or the federal 
government,” and “[a]ppropriations of any special district which existed on January 1, 1978 and 
which did not as of the 1977-78 fiscal year levy an ad valorem tax on property in excess of 12 
[and one half] cents per $100 of assessed value; or the appropriations of any special district then 
existing or thereafter created by a vote of the people, which is totally funded by other than the 

5 California Constitution, article XIII A, section 1 (effective June 7, 1978). 
6 County of Placer v. Corin (1980) 113 Cal.App.3d 443, 446 (County of Placer). 
7 Ibid.  
8 California Constitution, article XIII B, section 8(h) (effective Nov. 7, 1979). 
9 California Constitution, article XIII B, section 2 (effective Nov. 7, 1979). 
10 California Constitution, article XIII B, section 8 (effective Nov. 7, 1979; amended by 
Proposition 111, June 5, 1990). 
11 California Constitution, article XIII B, section 8(i) (effective Nov. 7, 1979; amended by 
Proposition 111, June 5, 1990). 
12 Ibid. 
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proceeds of taxes.”13  “Section 6 was included in article XIII B in recognition that article XIII A 
of the Constitution severely restricted the taxing powers of local governments.”14  Section 6 was 
therefore “intended to preclude the state from shifting financial responsibility for carrying out 
governmental functions onto local entities that were ill equipped to handle the task.”15 

Not every local agency is subject to the restrictions of article XIII B, and therefore not every 
local agency is entitled to reimbursement under section 6.  Redevelopment agencies, in 
particular, have been identified by the courts as being exempt from the restrictions of article  
XIII B.  In Bell Community Redevelopment Agency v. Woolsey, the Second District Court of 
Appeal concluded that bonds issued by a redevelopment agency and repaid with tax increment 
revenues are not appropriations subject to limitation.16  The court reasoned that to construe tax 
increment payments as appropriations subject to limitation “would be directly contrary to the 
mandate of section 7,” which provides that “Nothing in this Article shall be construed to impair 
the ability of the state or of any local government to meet its obligations with respect to existing 
or future bonded indebtedness.”17  In addition, the court found that other provisions of article 
XIII B weighed against treating tax increment revenues as appropriations subject to limitation: 

Upon a reading of the complete text of article XIIIB we find further support for 
this holding. Article XIIIB governs “appropriations subject to limitation;” a 
redevelopment agency has no appropriation limit.  Section 2 provides that 
revenues in excess of the appropriations limit be returned to the taxpayers; article 
XVI, section 16 and case law require that tax increments be returned to the taxing 
entity upon elimination of the debt.  Section 4 calls for a vote of the “electors” of 
an entity to change an appropriations limit; dependence on such periodic approval 
for repayment would effectively negate the viability of a bond issuance.  Section 
9(a) expressly excludes debt service from “appropriations subject to limitations;” 
tax increments are exactly that.18 

The court therefore concluded that redevelopment agencies could not reasonably be subject to 
article XIII B, and therefore upheld Health and Safety Code section 33678, and ordered that the 
writ issue to compel Woolsey to publish the notice.  

Accordingly, in Redevelopment Agency of San Marcos v. Commission on State Mandates,19 the 
court held that redevelopment agencies were not eligible to claim reimbursement, because Health 

13 California Constitution, article XIII B, section 9 (effective Nov. 7, 1979; amended by 
Proposition 111, June 5, 1990). 
14 County of Fresno, supra, (1991) 53 Cal.3d 482, at p. 487. 
15 Ibid. 
16 (Cal. Ct. App. 2d Dist. 1985) 169 Cal.App.3d 24. 
17 Id., at p. 31 [quoting article XIII B, section 7].  
18 Id., at p. 32 [citing Huntington Park Redevelopment Agency v. Martin (1985) 38 Cal.3d 100, at 
p. 108]. 
19 (Cal. Ct. App. 4th Dist. 1997) 55 Cal.App.4th 976 
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and Safety Code section 33678 exempted tax increment financing, their primary source of 
revenue, from the limitations of article XIII B.   

Because of the nature of the financing they receive, tax increment financing, 
redevelopment agencies are not subject to this type of appropriations limitations 
or spending caps; they do not expend any “proceeds of taxes.”  Nor do they raise, 
through tax increment financing, “general revenues for the local entity.”  The 
purpose for which state subvention of funds was created, to protect local agencies 
from having the state transfer its cost of government from itself to the local level, 
is therefore not brought into play when redevelopment agencies are required to 
allocate their tax increment financing in a particular manner... 

For all these reasons, we conclude the same policies which support exempting tax 
increment revenues from article XIII B appropriations limit also support denying 
reimbursement under section 6 … [The] costs of depositing tax increment 
revenues in the Housing Fund are attributable not directly to tax revenues, but to 
the benefit received by the Agency from the tax increment financing scheme, 
which is one step removed from other local agencies’ collection of tax revenues.20 

In 2000, the Third District Court of Appeal, in City of El Monte v. Commission on State 
Mandates, affirmed the reasoning of the San Marcos decision, holding that a redevelopment 
agency cannot accept the benefits of an exemption from article XIII B’s spending limit while 
asserting an entitlement to reimbursement under article XIII B, section 6.21   

Therefore, pursuant to County of Fresno, supra, Redevelopment Agency of San Marcos, supra, 
and City of El Monte, supra, a local agency that does not collect and expend “proceeds of taxes” 
is not subject to the tax and spend limitations of articles XIII A and B, does not enjoy the 
protection of article XIII B, section 6, and therefore is not entitled to claim reimbursement 
pursuant to article XIII B, section 6. 

B. Housing Authorities do not have Statutory Authority to Levy Taxes, and their 
Primary Sources of Revenue are not Subject to the Appropriations Limit. 

The Authority argues that it is an eligible claimant before the Commission, because it is a “local 
agency,” as defined in section 17518.22  However, Finance has asserted in its comments on the 
test claim, citing Redevelopment Agency of San Marcos, that the Stanton Housing Authority is 
not an eligible claimant because “joint powers authorities are not eligible for mandate 
reimbursement.”23  While local housing authorities may be created as a joint powers authority, as 
discussed below, there is no evidence that the Stanton Housing Authority is a joint powers 
authority.  Nevertheless, the reasoning of Redevelopment Agency of San Marcos still holds, 
because like a joint powers authority, the Authority has no authority to levy taxes.  In addition, 

20 Redevelopment Agency of San Marcos, supra, 55 Cal.App.4th at p. 986-987 [internal citations 
omitted]. 
21 (2000) 83 Cal.App.4th 266, 281-282 (El Monte). 
22 Exhibit C, Claimant Response to Notice of Incomplete Test Claim Filing. 
23 Exhibit F, Department of Finance Comments on Test Claim, at p. 2. 
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like a redevelopment agency, the Authority has the power to issue bonds or finance its activities 
by other non-tax means.  A housing authority funds its operations through bonds or other long-
term financing mechanisms, including the financing of housing projects from which the authority 
may later collect rents.24   

These funding sources are not proceeds of taxes, and therefore are not subject to the 
appropriations limit.  Accordingly, housing authorities do not have statutory authority to levy 
taxes, and their primary sources of revenue are not subject to the appropriations limit.  Thus, 
housing authorities are not subject to the tax and spend limitations of articles XIII A and B.   

Nothing in the dissolution statutes alters the above analysis with respect to the activities claimed 
by the Stanton Housing Authority.  The activities and statutes pled are not and will not be funded 
with “appropriations subject to limitation,” but rather must be funded, if at all, by the revenues of 
the housing authority which consist of “bonds, notes, warrants or other obligations required for 
the purpose of financing or refinancing the acquisition, construction, or completion of public 
improvements or projects or any rents…the proceeds of which are required for the payment of 
principal and interest…”25  Thus, because the claimant is not subject to the tax and spend 
limitations of article XIII A and B of the California Constitution, the claimant does not enjoy the 
protection of article XIII B, section 6, and therefore is not eligible to receive subvention in any 
event. 

Conclusion 
Based on the foregoing discussion and analysis, the Commission denies this test claim, finding 
that the claimant is not eligible to claim reimbursement under article XIII B, section 6. 

Staff Recommendation  
Staff recommends that the Commission adopt the proposed statement of decision to deny this test 
claim.   

Staff also recommends that the Commission authorize staff to make any non-substantive, 
technical corrections to the statement of decision following the hearing. 

  

24 Health and Safety Code section 34312 (As amended, Stats. 2006, ch. 890); Health and Safety 
Code section 33641 (As amended, Stats. 1993, ch. 942).  See also Revenue and Taxation Code 
section 7280.5 (Added, Stats. 1987, ch. 665); Health and Safety Code section 34312.3 (As 
amended, Stats. 2001, ch. 745). 
25 County of Placer v. Corin (1980) 113 Cal.App.3d at p. 453, fn. 8, quoting Government Code 
section 53715, which implemented article XIII B. 
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BEFORE THE 

COMMISSION ON STATE MANDATES 

STATE OF CALIFORNIA 

 

IN RE TEST CLAIM ON: 

Health and Safety Code section 34176 

Statutes 2011, First Extraordinary Session, 
Chapter 5 (ABX1 26); Statutes 2012, Chapter 
26 (AB 1484). 

Filed on June 28, 2013 

By, Stanton Housing Authority, Claimant. 

Case No.:  12-TC-03  

Housing Successor Agency 

STATEMENT OF DECISION PURSUANT 
TO GOVERNMENT CODE SECTION 
17500 ET SEQ.; TITLE 2, CALIFORNIA 
CODE OF REGULATIONS, DIVISION 2, 
CHAPTER 2.5, ARTICLE 7. 

(Adopted March 28, 2014) 

 

DRAFT PROPOSED STATEMENT OF DECISION 
The Commission on State Mandates (Commission) heard and decided this test claim during a 
regularly scheduled hearing on March 28, 2014.  [Witness list will be included in the final 
statement of decision.] 

The law applicable to the Commission’s determination of a reimbursable state-mandated 
program is article XIII B, section 6 of the California Constitution, Government Code  
sections 17500 et seq., and related case law. 

The Commission [adopted/modified] the proposed statement of decision to [approve/deny] the 
test claim at the hearing by a vote of [vote count will be included in the final statement of 
decision]. 

Summary of the Findings 
This test claim alleges reimbursable state-mandated activities arising from the dissolution of the 
former Stanton Redevelopment Agency and the transfer of that agency’s assets and obligations 
to the Stanton Housing Authority, pursuant to Health and Safety Code section 34176.  The 
Commission finds that the Stanton Housing Authority is not a claimant eligible to seek 
reimbursement pursuant to article XIII B, section 6, because it is not subject to the taxing and 
spending limitations of article XIII A and B of the California Constitution. 26     

26 In its filings on the test claim, the Stanton Housing Authority failed to establish that it is a 
claimant eligible to seek reimbursement pursuant to article XIII B, section 6 of the California 
Constitution.  However, because it was not possible to determine conclusively whether the 
Authority is an eligible claimant without a full analysis of the issue of whether it is subject to the 
taxing and spending limitations of article XIII A and B, the Commission takes jurisdiction to 
decide that issue. 
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COMMISSION FINDINGS 

I. Chronology 
06/28/2013 The Stanton Housing Authority filed this test claim.27 

07/08/2013 Commission staff issued notice that the test claim filing was incomplete.28 

07/22/2013 The Stanton Housing Authority filed a rebuttal to Commission staff’s 
notice.29 

07/31/2013 Commission staff issued a notice of complete test claim filing and schedule 
for comments, including a request for additional information regarding the 
Stanton Housing Authority’s status as an eligible claimant.30 

08/30/2013 The State Controller’s Office (Controller) notified the Commission that it had 
no comments on the test claim.31 

08/30/2013 The Department of Finance (Finance) submitted comments on the test claim, 
and responded to Commission staff’s request for additional information.32 

II. Introduction 

Background and History of Redevelopment 
After World War II, beginning in 1945, the Legislature authorized local agencies to create 
redevelopment agencies (RDAs) “in order to remediate urban decay.”33  These agencies were 
intended “to help local governments revitalize blighted communities,” but have “since become a 
principal instrument of economic development, mostly for cities, with nearly 400 redevelopment 
agencies…active in California.”34  A redevelopment agency usually was “governed by the 
sponsoring community’s own legislative body,” and was authorized to improve, rehabilitate, and 
redevelop blighted areas.35  The first step in doing so was to “declare an area to be blighted and 
in need of urban renewal.”  In the early years of redevelopment “few communities established 

27 Exhibit A, Stanton Housing Authority Test Claim. 
28 Exhibit B, Notice of Incomplete Filing and Request for Additional Information. 
29 Exhibit C, Claimant Response to Notice of Incomplete Filing. 
30 Exhibit D, Notice of Complete Test Claim Filing and Request for Additional Information. 
31 Exhibit E, Controller’s Comments on Test Claim Filing. 
32 Exhibit F, Finance Comments on Test Claim Filing. 
33 California Redevelopment Association v. Matosantos, (CRA v. Matosantos) (2011) 53. Cal.4th 
231, at p. 245 [citing Stats. 1945, ch. 1326, p. 2478; Stats. 1951, ch. 710, p. 1922].  See also, 
LAO Report: Unwinding Redevelopment, at p. 5. 
34 CRA v. Matosantos, at p. 246 [internal citations omitted]. 
35 Ibid. 

146



redevelopment areas and most project areas were small – typically 10 acres (about six square city 
blocks) to 100 acres (an area about one-fifth of a square mile).”36    

Within a project area, redevelopment agencies had power to acquire and dispose of real property, 
including by eminent domain, to clear land and construct infrastructure, and make other 
improvements to public facilities.  Redevelopment agencies did not, however, have the power to 
levy taxes; instead, such agencies relied largely on tax increment financing, a scheme authorized 
by article XVI, section 16 of the California Constitution, and outlined in Health and Safety Code 
section 33670 et seq.37  In a tax increment scheme, “those public entities entitled to receive 
property tax revenue in a redevelopment project area…are allocated a portion based on the 
assessed value of the property prior to the effective date of the redevelopment plan.”  Then, all 
remaining revenue “in excess of that amount – the tax increment created by the increased value 
of project area property – goes to the redevelopment agency for repayment of debt incurred to 
finance the project.”  In other words, “property taxes for entities other than the redevelopment 
agency are frozen, while revenue from any increase in value is awarded to the redevelopment 
agency on the theory that the increase is the result of redevelopment.”38  Tax increment revenues 
were permitted to be used “only to address urban blight in the community that established the 
RDA.”39 

Tax increment financing, though “a powerful and flexible tool for community economic 
development…has sometimes been misused to subsidize a city’s economic development through 
the diversion of property tax revenues from other taxing entities.”  Such misuse “became more 
common in the era of constricted local tax revenue that followed the passage of Proposition 
13.”40  The passage of Chapter 1406, Statutes of 1972 (SB 90, Dills) “created a system of school 
‘revenue limits,’ whereby the state guarantees each school district an overall level of funding 
from local property taxes and state resources combined.”  Thus, the state committed itself to 
providing additional funds when school districts’ local property taxes were redirected for 
redevelopment, and the local community could capture more property tax revenue while 
ensuring its schools were supported.  Then, Proposition 13 in 1978 “significantly constrained 
local authority over the property tax and most other local revenue sources,” but did not affect 
local authority over redevelopment revenues.41 

As a result of restricted revenue authority and state guarantees of school funding, “cities (joined 
by a small number of counties) no longer limited their project areas to small sections of 
communities, but often adopted projects spanning hundreds or thousands of acres and frequently 
including large tracts of vacant land.”  As an extreme example, “[a]t least two cities placed all 

36 Exhibit X, LAO Report: Unwinding Redevelopment, at p. 5. 
37 California Constitution, article XVI, section 16 (Adopted Nov. 4, 1974; amended Nov. 8, 
1988); Health and Safety Code section 33670 et seq. 
38 CRA v. Matosantos, supra, at pp. 246-247. 
39 Exhibit X, LAO Report: Unwinding Redevelopment, at p. 8. 
40 CRA v. Matosantos, supra, at p. 247. 
41 Exhibit X, LAO Report: Unwinding Redevelopment, at pp. 5-7. 
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privately owned land in the city under redevelopment.”42  By fiscal year 2009-2010, “RDAs 
were receiving over $5 billion in property taxes annually – a redirection of 12 percent of property 
tax revenues from general purpose local government use for redevelopment purposes.”  This 
increasing diversion of property taxes over time placed a greater burden on the state’s general 
fund to backfill K-14 school districts to meet minimum funding requirements.43  In response to 
the unforgiving “shell game among local agencies” caused by restricted local revenues, the 
Legislature has at times required redevelopment agencies to transfer some of their tax increment 
revenue for other local government needs, including schools.44  Such transfers have been, in the 
past, temporary, but even these temporary shifts were made more difficult by limitations placed 
on the Legislature’s power to shift funds among local agencies by Proposition 1A (2004) and 
Proposition 22(2010).45 

Winding Down and Dissolution of Redevelopment 
On December 6, 2010, and again on January 20, 2011, outgoing Governor Schwarzenegger, 
followed by incoming Governor Brown, recognized and declared a state fiscal emergency.46  On 
June 29, 2011, the Legislature enacted amendments to the Community Redevelopment Law 
(Health and Safety Code section 33000, et seq.), that were “intended to stabilize school funding 
by reducing or eliminating the diversion of property tax revenues from school districts to the 
state’s community redevelopment agencies.”47  Section 1 of Statutes 2011-2012, First 
Extraordinary Session, chapter 5 (ABX1 26) states, in pertinent part: 

(j)  It is the intent of the Legislature to do all of the following in this act: 

(1)  Bar existing redevelopment agencies from incurring new obligations, prior to 
their dissolution. 

(2)  Allocate property tax revenues to successor agencies for making payments on 
indebtedness incurred by the redevelopment agency prior to its dissolution and 
allocate remaining balances in accordance with applicable constitutional and 
statutory provisions. 

(3)  Beginning October 1, 2011, allocate these funds according to the existing 
property tax allocation within each county to make the funds available for cities, 
counties, special districts, and school and community college districts. 

42 Ibid. 
43 Exhibit X, LAO Report: Unwinding Redevelopment, at p. 8. 
44 CRA v. Matosantos, supra, 53 Cal.4th, at p. 247.  See also, Redevelopment Agency of San 
Marcos v. Commission on State Mandates (1997) 55 Cal.App.4th 976; City of El Monte v. 
Commission on State Mandates (2000) 83 Cal.App.4th 266. 
45 Id, at p. 249. 
46 Id, at p. 250; Legislative Counsel’s Digest, paragraph 7 (Stats. 2011-2012, 1st Ex. Sess., ch. 5 
(ABX1 26)). 
47 CRA v. Matosantos, supra, at p. 241 [emphasis added]. 
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(4)  Require successor agencies to expeditiously wind down the affairs of the 
dissolved redevelopment agencies and to provide the successor agencies with 
limited authority that extends only to the extent needed to implement a winddown 
of redevelopment agency affairs.48   

Accordingly, Part 1.8 of the amended Community Redevelopment Law freezes the operations of 
redevelopment agencies, prohibiting RDAs from incurring new bonds or other indebtedness, and 
from entering into new plans or partnerships, effective June 29, 2011.  Part 1.85 then provides 
for the dissolution of the RDAs and transfer of their operations and functions to successor 
entities, in order to implement the winding down of redevelopment activities and the return of 
the tax increment to the taxing agencies (cities, counties, and school districts) from which the 
funds had been diverted previously.   

Sections 34162 through 34165 state that as of the effective date of ABX1 26 (June 29, 2011), 
RDAs shall not have authority to, and shall not, among other things: issue or sell bonds; refund, 
restructure, or refinance indebtedness; make loans or advances; enter into contracts with or make 
commitments to any entity; dispose of assets by sale, lease, gift, grant, exchange, transfer, 
assignment, or otherwise; acquire real property by any means for any purpose; prepare, approve, 
adopt, amend, or merge a redevelopment plan; create, designate, merge, expand, or otherwise 
change the boundaries of a project area; enter into new partnerships; impose new assessments; 
provide optional or discretionary bonuses to any officers or employees; or begin any 
condemnation proceeding or begin the process to acquire real property by eminent domain.49  
Section 34167 expressly provides that “[n]othing in this part shall be construed to interfere with 
a redevelopment agency’s authority, pursuant to enforceable obligations as defined in this 
chapter, to (1) make payments due, (2) enforce existing covenants and obligations, or (3) 
perform its obligations.”50  RDAs are permitted to continue making payments and performing 
existing obligations relating to projects or properties existing prior to the amendments “[u]ntil 
successor agencies are authorized pursuant to Part 1.85,”51 but “Part 1.8’s purpose is to preserve 
redevelopment agency assets and revenues for use by ‘local governments to fund core 
governmental services’ such as fire protection, police, and schools.”52     

The dissolution of redevelopment agencies and the winding down of their operations is governed 
by Part 1.85, commencing with section 34170, which provides that unless otherwise specified, 
“all provisions of this part shall become operative on February 1, 2012.”53  Section 34172 

48 Statutes 2011-2012, 1st Extraordinary Session, chapter 5 (ABX1 26), section 1 [emphasis 
added]. 
49 Health and Safety Code sections 34162-34165 (as added or amended by Stats. 2011-2012, 1st 
Ex. Sess., ch. 5 (ABX1 26); Stats. 2012, ch. 26 (AB 1484)). 
50 Health and Safety Code section 34167 (Stats. 2011-2012, 1st Ex. Sess., ch. 5 (ABX1 26))]. 
51 Health and Safety Code section 34169 (Stats. 2011-2012, 1st Ex. Sess., ch. 5 (ABX1 26)). 
52 CRA v. Matosantos, supra, at p. 251 [citing Health and Safety Code section 34167 (Stats. 
2011-2012, 1st Ex. Sess., ch. 5 (ABX1 26))]. 
53 Health and Safety Code section 34170 (Stats. 2011-2012, 1st Ex. Sess., ch. 5 (ABX1 26)) 
[operative date amended per CRA v. Matosantos, supra (2011) 53 Cal.4th 231]. 
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provides that “[a]ll redevelopment agencies and redevelopment agency components of 
community development agencies…in existence on the effective date of this part are hereby 
dissolved and shall no longer exist as a public body, corporate or politic.”54  Sections 34173 and 
34176 provide for two new entities that are charged with assuming the assets and 
responsibilities, and winding down the affairs of the former RDA: a successor agency, and a 
successor housing agency. 

Section 34173 provides that “all authority, rights, powers, duties, and obligations previously 
vested” with the former RDA “are hereby vested in the successor agencies.”  The default 
successor agency is the city, county, city and county, or one or more of the entities forming a 
joint powers authority that created the RDA.55  A city, county, or city and county, or the entities 
forming the joint powers authority that authorized the creation of each redevelopment agency, 
may elect not to serve as a successor agency, pursuant to section 34173, and if no local agency 
elects to serve as a successor agency, a public body, referred to as a “‘designated local authority’ 
shall be immediately formed…and shall be vested with all the powers and duties of a successor 
agency as described in this part.”56   

Among other duties, a successor agency is required, pursuant to section 34177, to continue to 
make payments due for and perform obligations required by enforceable obligations; remit 
unencumbered balances of RDA funds to the county for distribution to the taxing entities; 
dispose of assets and properties as directed by the oversight board; enforce all rights of the 
former RDA for the benefit of the taxing entities; expeditiously wind down the affairs of the 
former RDA; continue to oversee development of properties until the contracted work has been 
completed or the obligations of the former RDA can be transferred to other parties; and prepare a 
Recognized Obligation Payment Schedule projecting the dates and amounts of scheduled 
payments for each enforceable obligation “for the remainder of the time period during which the 
redevelopment agency would have been authorized to obligate property tax increment had the 
redevelopment agency not been dissolved.”57  Enforceable obligations are defined in section 
34167 to include bonds and debt service; loans borrowed by the former RDA; payments required 
by the federal government, and preexisting obligations to the state or payments required to RDA 
employees; judgments or settlements; and any legally binding and enforceable agreement or 
contract that is not otherwise void as violating the debt limit or public policy.58 

Section 34176 provides for what the Legislative Analyst’s Office calls a “successor housing 
agency.”59  Pursuant to section 34176, a city, county, or city and county “may elect to retain the 
housing assets and functions previously performed by the redevelopment agency,” and in such 
case “all rights, powers, duties, obligations, and housing assets, as defined in [section 34176(e)], 

54 Health and Safety Code section 34172 (Stats. 2011-2012, 1st Ex. Sess., ch. 5 (ABX1 26)). 
55 Health and Safety Code section 34171 ( as added by Stats. 2011-2012, 1st Ex. Sess., ch. 5 
(ABX1 26)).  See also, Exhibit X, Senate Floor Analysis, ABX1 26, dated June 14, 2011, at p. 3.  
56 Health and Safety Code section 34173 (as amended, Stats. 2012, ch. 26 (AB 1484)). 
57 Health and Safety Code section 34177 (as amended, Stats. 2012, ch. 26 (AB 1484)). 
58 Health and Safety Code section 34167 (Stats. 2011-2012, 1st Ex. Sess., ch. 5 (ABX1 26)). 
59 Exhibit X, LAO Report: Unwinding Redevelopment, at p. 15. 
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excluding any amounts on deposit in the Low and Moderate Income Housing Fund and 
enforceable obligations retained by the successor agency, shall be transferred to the city, county, 
or city and county.”60  However, section 34176 further provides that if the city or county “does 
not elect to retain the responsibility for performing housing functions previously performed by a 
redevelopment agency, all rights, powers, assets, duties, and obligations associated with the 
housing activities of the agency,” as specified, shall be transferred to a local housing authority.  
If there is only one housing authority within the territorial jurisdiction of the former RDA, the 
transfer of responsibilities and assets is to that housing authority; if there is more than one, the 
city or county must select one; and if there is no local housing authority, the transfer is to the 
Department of Housing and Community Development.61  Section 34176 further provides that the 
entity assuming the housing functions of the former RDA “shall submit to the Department of 
Finance by August 1, 2012, a list of all housing assets that contains an explanation of how the 
assets meet the criteria specified in subdivision (e).” “Housing assets” are defined in subdivision 
(e) to include any interest in real property; any funds encumbered by an enforceable obligation to 
build low or moderate income housing; any loans or grants receivable, any funds derived from 
rents or operation of housing properties; and repayments of loans or deferrals owed to the Low 
and Moderate Income Housing Fund.62   

On January 10, 2012, the City Council of Stanton adopted Resolution 2012-03, which stated, in 
pertinent part, that the City Council “hereby affirmatively elects…to serve as the Successor 
Agency to the Stanton Redevelopment Agency,” and that the City Council “hereby elects to have 
the City of Stanton and/or the Stanton Housing Authority assume all rights, powers, assets, 
liabilities, duties, and obligations associated with the housing activities of the Stanton 
Redevelopment Agency in accordance with Health and Safety Code Section 34176.”  The 
dissolution of the former Stanton RDA and the transfer of assets and housing functions of the 
former RDA to the Stanton Housing Authority is the subject of this test claim. 

III. Positions of the Parties63 

A. Stanton Housing Authority Position 
The Stanton Housing Authority alleges that on January 10, 2012, “in accordance with Section 
34176(b), the City of Stanton adopted Resolution No. 2012-03 requiring all ‘rights, powers, 
assets, liabilities, duties and obligations’ of the former Stanton Redevelopment Agency (‘RDA’) 
to be transferred to the Stanton Housing Authority.”  The Authority alleges that several 
properties were transferred and that the “obligations for completion of planned/ongoing projects 
and/or maintenance of these properties…far exceed any fee authority, or governmental funding, 
provided to the Authority.”  The Authority asserts that prior to the addition of Health and Safety 

60 Health and Safety Code section 34176(a)(1) (added, Stats. 2011-2012, 1st Ex. Sess., ch. 5 
(ABX1 26); amended, Stats. 2012, ch. 26 (AB 1484)). 
61 Health and Safety Code section 34176 (added, Stats. 2011-2012, 1st Ex. Sess., ch. 5 (ABX1 
26); amended, Stats. 2012, ch. 26 (AB 1484)). 
62 Ibid. 
63 The State Controller’s Office submitted to the Commission a single page notice that it has no 
comment on this test claim.  (Exhibit E, SCO Comments). 
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Code section 34176, the Authority “did not have any responsibilities or obligations associated 
with former RDA properties,” and that “[a]ll obligations of the Authority related to former RDA 
properties…are a new program or higher level of service imposed by ABX1 26 and AB 1484.” 

Specifically, the Authority alleges that the largest expense “consists of a low and moderate 
income housing project created by the former RDA and known as the ‘Tina/Pacific project,’” 
and that the obligations and expenses associated with the Tina/Pacific Project total 
approximately $17 million.64  The Authority alleges that the following activities and costs were 
transferred from the former Stanton RDA to the Authority: 

a. Staff and consultant fees and costs associated with the completion of the 
Housing Asset Transfer Form ("HAT"), including costs related to the 
completion, submission and meet & confer with DOF, and implementation of 
the HAT.  

b. $6,500,000 in replacement housing costs for 12 properties that were 
demolished by the former Stanton Redevelopment Agency.  

c. $7,041,684 in replacement housing costs for the 13 properties to be 
demolished.  

d. $519,600 for demolition [$390,000 for demolition of the 13 properties 
($30,000 per property), +$129,600 for fencing ($21,600 per 6 month period).]  

e. $1,629,000 in relocation expenses [$24,000 for relocation plan plus 
$1,605,000 in relocation costs] for the 13 properties previously purchased by 
the former Stanton Redevelopment Agency, in which the tenants have not yet 
been paid relocation costs.  

f. $105,000 in consultant fees to assist with relocation of Tina/Pacific Project 
existing tenants.  

g. Estimated $612,000 in staff time related to Tina/Pacific Project.  

h. Estimated $596,400 in maintenance/utilities/miscellaneous expenses for all 25 
Tina/Pacific Project properties.  

Additionally, the HAT lists additional properties there were transferred from the 
former RDA to the Housing Authority, which will require costs associated with 
maintenance, utilities and staff time.65 

The Authority alleges that these activities and costs are imposed by section 34176(b), which 
provides that if the city or county that created the RDA elects not to “retain the responsibility for 
performing housing functions previously performed by a redevelopment agency, all rights, 
powers, assets, duties, and obligations associated with the housing activities of the agency, 
excluding enforceable obligations retained by the successor agency and any amounts in the Low 
and Moderate Income Housing Fund, shall be transferred” to the local housing authority.  The 
Authority submitted letters from the Department of Finance rejecting enforceable obligations 

64 Exhibit A, Test Claim, at pp. 4-5. 
65 Exhibit A, Test Claim, at p. 5. 
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claimed by the city-as-successor-agency, as evidence that the obligations above are mandated on 
the Authority as housing successor, because the costs and activities are not “enforceable 
obligations retained by the successor agency.”66 

The Authority alleges that it receives approximately $48,000 per month in rent from the 
Tina/Pacific Project, and that no other state, federal, or nonlocal funds are available for this 
program.67   

In response to Commission staff’s initial notice of incomplete filing, the claimant responded that 
the Stanton Housing Authority “is an independent public entity created by statute,” and an 
eligible local government claimant pursuant to the definitions of “local agency” and “local 
government” found in Government Code section 17518 and article XIII B, section 8(d), 
respectively.68 

B. Department of Finance Position 
The Department of Finance (Finance) argues in its comments that the claimant’s eligibility to 
claim reimbursement has not been established, and that the resolution of the Stanton City 
Council “uses language making it unclear to whom the City of Stanton is assigning responsibility 
for housing functions formerly performed by the redevelopment agency.”  Finance argues, in 
addition, that the test claim should be denied regardless of “the claimant’s nature.”  Finance 
argues that if the Stanton Housing Authority “is part of the City of Stanton, the claimant is not 
eligible for reimbursement of any possible costs mandated by the state because the City elected 
to retain the responsibility.”  Alternatively, Finance argues that “[i]f the Stanton Housing 
Authority is a joint powers authority, that too negates a reimbursable state mandate because joint 
powers authorities are not eligible for mandate reimbursement.”  And, Finance argues that “[i]f 
the claimant is some other form of local government generally eligible for mandate 
reimbursement, the costs of any alleged requirements are imposed on them by another local 
government, not the state,” and “[s]uch a shift between local governments of any responsibilities 
and costs is not subject to mandate reimbursement.”  In addition, Finance argues that some of the 
activities alleged are optional, and some of the costs alleged are not tied to state-mandated 
activities, but represent a shift of costs from one local entity to another.  Finally, Finance argues 
that “the claimant has at its disposal any revenue generated by the housing assets transferred to 
the claimant, the right and power to choose to dispose of those assets, and the right and power to 
use any revenue generated from the sale of any assets to carry on the functions of the Housing 
Successor.”69 

IV. Discussion 
Article XIII B, section 6 of the California Constitution provides in relevant part the following: 

Whenever the Legislature or any state agency mandates a new program or higher 
level of service on any local government, the state shall provide a subvention of 

66 Exhibit A, Test Claim, at pp. 22-30. 
67 Exhibit A, Test Claim, at pp. 4-6. 
68 Exhibit C, Claimant Rebuttal Comments, at p. 1. 
69 Exhibit F, Department of Finance Comments on Test Claim, at pp. 1-2. 
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funds to reimburse such local government for the costs of such programs or 
increased level of service, except that the Legislature may, but need not, provide a 
subvention of funds for the following mandates: 

(1) Legislative mandates requested by the local agency affected. 

(2) Legislation defining a new crime or changing an existing definition of a 
crime. 

(3) Legislative mandates enacted prior to January 1, 1975, or executive orders or 
regulations initially implementing legislation enacted prior to January 1, 1975. 

The purpose of article XIII B, section 6 is to “preclude the state from shifting financial 
responsibility for carrying out governmental functions to local agencies, which are ‘ill equipped’ 
to assume increased financial responsibilities because of the taxing and spending limitations that 
articles XIII A and XIII B impose.”70  Thus, the subvention requirement of section 6 is “directed 
to state-mandated increases in the services provided by [local government] …”71   

Reimbursement under article XIII B, section 6 is required when the following elements are met: 

1.   A state statute or executive order requires or “mandates” local agencies or school 
districts to perform an activity.72 

2.   The mandated activity either: 

a. Carries out the governmental function of providing a service to the public; or  

b. Imposes unique requirements on local agencies or school districts and does 
not apply generally to all residents and entities in the state.73   

3.   The mandated activity is new when compared with the legal requirements in effect 
immediately before the enactment of the test claim statute or executive order and it 
increases the level of service provided to the public.74   

4.  The mandated activity results in the local agency or school district incurring increased 
costs, within the meaning of section 17514.  Increased costs, however, are not 

70 County of San Diego v. State of California (1997) 15 Cal.4th 68, 81. 
71 County of Los Angeles v. State of California (County of Los Angeles I) (1987) 43 Cal.3d 46, 
56. 
72 San Diego Unified School Dist. v. Commission on State Mandates (San Diego Unified School 
Dist.) (2004) 33 Cal.4th 859, 874. 
73 Id. at 874-875 (reaffirming the test set out in County of Los Angeles, supra, 43 Cal.3d 46, 56.) 
74 San Diego Unified School Dist., supra, 33 Cal.4th 859, 874-875, 878; Lucia Mar Unified 
School District v. Honig (1988) 44 Cal.3d 830, 835. 
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reimbursable if an exception identified in Government Code section 17556 applies to 
the activity.75 

The determination whether a statute or executive order imposes a reimbursable state-mandated 
program is a question of law.76  The Commission is vested with exclusive authority to adjudicate 
disputes over the existence of state-mandated programs within the meaning of article XIII B, 
section 6.77  In making its decisions, the Commission must strictly construe article XIII B, 
section 6, and not apply it as an “equitable remedy to cure the perceived unfairness resulting 
from political decisions on funding priorities.”78 

Article XIII B, section 6 requires reimbursement to local governments for increased costs 
mandated by the state.  “Costs mandated by the state” is defined to mean “any increased costs 
which a local agency or school district is required to incur…as a result of any statute…or any 
executive order implementing any statute…which mandates a new program or higher level of 
service of an existing program.”79  “Local agency,” in turn, is defined to include “any city, 
county, special district, authority, or other political subdivision of the state.”80  However, not 
every “local agency,” as defined, is eligible to claim reimbursement pursuant to article XIII B, 
section 6.  In addition to an entity fitting the description above, the entity must also be subject to 
the tax and spend limitations of articles XIII A and XIII B.  As explained in the following 
analysis, an agency that does not collect or expend the proceeds of taxes, as defined in the 
Constitution and interpreted by the courts, is not eligible to claim reimbursement under article 
XIII B, section 6.  Therefore, because housing authorities do not collect or expend the proceeds 
of taxes, such agencies are not eligible claimants before the Commission.  Specifically, because 
the Stanton Housing Authority does not collect or expend the proceeds of taxes, it is not an 
eligible claimant within the meaning of article XIII B, section 6. 

A. Article XIII B, Section 6 Requires Reimbursement Only When the Local 
Government is Subject to the Tax and Spend Provisions of Articles XIII A and XIII 
B of the California Constitution. 

An interpretation of article XIII B, section 6 requires an understanding of articles XIII A and 
XIII B.  “Articles XIII A and XIII B work in tandem, together restricting California 
governments’ power both to levy and to spend taxes for public purposes.”81 

75 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487; County of Sonoma v. 
Commission on State Mandates (Cal. Ct. App. 1st Dist. 2000) 84 Cal.App.4th 1265, 1284; 
Government Code sections 17514 and 17556. 
76 County of San Diego, supra, 15 Cal.4th 68, 109. 
77 Kinlaw v. State of California (1991) 53 Cal.3d 482, 487. 
78 County of Sonoma, supra, 84 Cal.App.4th 1265, 1280 [citing City of San Jose, supra]. 
79 Government Code section 17514 (Stats. 1984, ch. 1459). 
80 Government Code secton 17518 (Stats. 1984, ch. 1459). 
81 County of Fresno v. State of California (1991) 53 Cal.3d 482, 486 (County of Fresno). 
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In 1978, the voters adopted Proposition 13, which added article XIII A to the California 
Constitution.  Article XIII A drastically reduced property tax revenue previously enjoyed by 
local governments by providing that “the maximum amount of any ad valorem tax on real 
property shall not exceed one percent (1%) of the full cash value” and that the one percent (1%) 
tax was to be collected by counties and “apportioned according to law to the districts within the 
counties…”82  In addition to limiting the property tax, section 4 also restricts a local 
government’s ability to impose special taxes by requiring a two-thirds approval by voters.83     

Article XIII B was adopted by the voters less than 18 months after the addition of article XIII A 
to the state Constitution, and was billed as “the next logical step to Proposition 13.”84  While 
article XIII A is aimed at controlling ad valorem property taxes and the imposition of new 
special taxes, “the thrust of article XIII B is toward placing certain limitations on the growth of 
appropriations at both the state and local government level; in particular, Article XIII B places 
limits on the authorization to expend the ‘proceeds of taxes.’”85   

Article XIII B established “an appropriations limit,” or spending limit for each “local 
government” beginning in fiscal year 1980-1981.86  Specifically, the appropriations limit 
provides as follows: 

The total annual appropriations subject to limitation of the State and of each local 
government shall not exceed the appropriations limit of the entity of government 
for the prior year adjusted for the change in the cost of living and the change in 
population, except as otherwise provided in this article.87 

No “appropriations subject to limitation” may be made in excess of the appropriations limit, and 
revenues received in excess of authorized appropriations must be returned to the taxpayers 
within the following two fiscal years.88  Article XIII B does not limit the ability to expend 
government funds collected from all sources; the appropriations limit is based on “appropriations 
subject to limitation,” which means, pursuant to article XIII B, section 8, “any authorization to 
expend during a fiscal year the proceeds of taxes levied by or for that entity.”89  Appropriations 
subject to limitation do not include “local agency loan funds or indebtedness funds,”90 

82 California Constitution, article XIII A, section 1 (effective June 7, 1978). 
83 California Constitution, article XIII A, section 4 (effective June 7, 1978). 
84 County of Placer v. Corin (1980) 113 Cal.App.3d 443, 446 (County of Placer). 
85 Ibid.  
86 California Constitution, article XIII B, section 8(h) (effective Nov. 7, 1979). 
87 California Constitution, article XIII B, section 1 (effective Nov. 7, 1979; amended by 
Proposition 111, June 5, 1990). 
88 California Constitution, article XIII B, section 2 (effective Nov. 7, 1979). 
89 California Constitution, article XIII B, section 8 (effective Nov. 7, 1979; amended by 
Proposition 111, June 5, 1990). 
90 California Constitution, article XIII B, section 8(i) (effective Nov. 7, 1979; amended by 
Proposition 111, June 5, 1990). 
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“investment (or authorizations to invest) funds…of an entity of local government in accounts at 
banks…or in liquid securities,”91 “[a]ppropriations for debt service,” “[a]ppropriations required 
to comply with mandates of the courts or the federal government,” and “[a]ppropriations of any 
special district which existed on January 1, 1978 and which did not as of the 1977-78 fiscal year 
levy an ad valorem tax on property in excess of 12 [and one half] cents per $100 of assessed 
value; or the appropriations of any special district then existing or thereafter created by a vote of 
the people, which is totally funded by other than the proceeds of taxes.”92 

Article XIII B, section 6 was added also as a part of Proposition 4, to provide reimbursement to 
local governments for any additional revenue-limited expenditures that might be required.  The 
California Supreme Court, in County of Fresno v. State of California,93 explained: 

Section 6 was included in article XIII B in recognition that article XIII A of the 
Constitution severely restricted the taxing powers of local governments. (See 
County of Los Angeles I, supra, 43 Cal.3d at p. 61.)  The provision was intended 
to preclude the state from shifting financial responsibility for carrying out 
governmental functions onto local entities that were ill equipped to handle the 
task.  (Ibid.; see Lucia Mar Unified School Dist. v. Honig (1988) 44 Cal.3d 830, 
836, fn. 6.)  Specifically, it was designed to protect the tax revenues of local 
governments from state mandates that would require expenditure of such 
revenues.  Thus, although its language broadly declares that the “state shall 
provide a subvention of funds to reimburse ... local government for the costs [of a 
state-mandated new] program or higher level of service,” read in its textual and 
historical context section 6 of article XIII B requires subvention only when the 
costs in question can be recovered solely from tax revenues.94 

Not every local agency is subject to the restrictions of article XIII B, and therefore not every 
local agency is entitled to reimbursement.  Redevelopment agencies, in particular, have been 
identified by the courts as being exempt from the restrictions of article XIII B.  As discussed 
above, redevelopment agencies relied primarily, prior to their dissolution, on a funding scheme 
described as tax increment financing.  In a tax increment scheme, property values that normally 
provide the tax base for school districts, cities, and counties within a redevelopment project area 
are “frozen” at the time the redevelopment plan is adopted.  Thereafter, the tax due on any 
increase in property values, theoretically attributable to the efforts of the redevelopment agency, 
is collected by the county and passed on to the agency to repay bonds issued for redevelopment 
activities.  This financing scheme is laid out in Health and Safety Code section 33670 et seq., and 
section 33678 expressly provides that tax increment financing shall not be considered proceed of 
taxes for purposes of article XIII B.  Specifically, section 33678 provides, in pertinent part: 

91 Ibid. 
92 California Constitution, article XIII B, section 9 (effective Nov. 7, 1979; amended by 
Proposition 111, June 5, 1990). 
93 County of Fresno, supra, (1991) 53 Cal.3d 482. 
94 Id, at p. 487.  Emphasis in original. 
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This section implements and fulfills the intent of this article and of Article XIII B 
and Section 16 of Article XVI of the California Constitution. The allocation and 
payment to an agency of the portion of taxes specified in subdivision (b) of 
Section 33670 for the purpose of paying principal of, or interest on, loans, 
advances, or indebtedness incurred for redevelopment activity, as defined in 
subdivision (b) of this section, shall not be deemed the receipt by an agency of 
proceeds of taxes levied by or on behalf of the agency within the meaning or for 
the purposes of Article XIII B of the California Constitution, nor shall such 
portion of taxes be deemed receipt of proceeds of taxes by, or an appropriation 
subject to limitation of, any other public body within the meaning or for purposes 
of Article XIII B of the California Constitution or any statutory provision enacted 
in implementation of Article XIII B. 95   

In Bell Community Redevelopment Agency v. Woolsey, the Second District Court of Appeal 
concluded that section 33678 is consistent with the constitution, and that bonds issued by a 
redevelopment agency and repaid with tax increment revenues are not appropriations subject to 
limitation.96  Bell Community Redevelopment Agency was not a mandate reimbursement case, 
but dealt more generally with the applicability of the appropriations limit.  In that case, the 
agency had previously adopted a redevelopment plan for a given project area, and “concluded all 
necessary steps to issue [$3 million in] allocation bonds” to fund the project.  Woolsey, the 
agency secretary, refused to publish notice inviting bids on the bonds to be issued, reasoning that 
section 33678 was unconstitutional, and that “the Agency and the City Council had acted beyond 
their powers because the debt service on the proposed bond issue constituted an appropriation in 
excess of that allowed by article XIII B.”  Woolsey concluded that “this proposed notice 
committed him to appropriate and expend ‘proceeds of taxes’ without regard to the 
appropriations limitations imposed by article XIII B.”97  The agency’s petition to compel 
Woolsey to publish the notice was denied in the superior court.  On appeal, the Second District 
concluded that a redevelopment agency’s power to issue bonds, and to repay those bonds with its 
tax increment, was not subject to the spending limit of article XIII B.  The court reasoned that to 
construe tax increment payments as appropriations subject to limitation “would be directly 
contrary to the mandate of section 7,” which provides that “Nothing in this Article shall be 
construed to impair the ability of the state or of any local government to meet its obligations with 
respect to existing or future bonded indebtedness.”98  In addition, the court found that other 
provisions of the article XIII B weighed against treating tax increment revenues as 
appropriations subject to limitation: 

Upon a reading of the complete text of article XIIIB we find further support for 
this holding. Article XIIIB governs “appropriations subject to limitation;” a 
redevelopment agency has no appropriation limit.  Section 2 provides that 

95 Health and Safety Code section 33678 (Stats. 1980, ch. 1342, p. 4750; Stats. 1993, ch. 942 
(AB 1290)). 
96 (Cal. Ct. App. 2d Dist. 1985) 169 Cal.App.3d 24. 
97 Id., at p. 29. 
98 Id., at p. 31 [quoting article XIII B, section 7].  

158



revenues in excess of the appropriations limit be returned to the taxpayers; article 
XVI, section 16 and case law require that tax increments be returned to the taxing 
entity upon elimination of the debt.  Section 4 calls for a vote of the “electors” of 
an entity to change an appropriations limit; dependence on such periodic approval 
for repayment would effectively negate the viability of a bond issuance.  Section 
9(a) expressly excludes debt service from “appropriations subject to limitations;” 
tax increments are exactly that.99 

In addition, the court found that article XVI, section 16, addressing the funding of redevelopment 
agencies, was inconsistent with the limitations of article XIII B: 

Article XVI, section 16, provides that tax increment revenues “may be 
irrevocably pledged” to the payment of tax allocation bonds. If bonds must 
annually compete for payment within an annual appropriations limit, and their 
payment depend upon complying with the such limit, it is clear that tax allocation 
proceeds cannot be irrevocably pledged to the payment of the bonds. Annual bond 
payments would be contingent upon factors extraneous to the pledge. That is, 
bond payments would be revocable every year of their life to the extent that they 
conflicted with an annual appropriation limit. The untoward effect would be that 
bonds would become unsaleable because a purchaser could not depend upon the 
agency having a sure source of payment for such bonds.100 

The court therefore concluded that redevelopment agencies could not reasonably be subject to 
article XIII B, and therefore upheld Health and Safety Code section 33678, and ordered that the 
writ issue to compel Woolsey to publish the notice.  

Accordingly, in Redevelopment Agency of San Marcos v. Commission on State Mandates,101 the 
court held that redevelopment agencies were not eligible to claim reimbursement, because Health 
and Safety Code section 33678 exempted tax increment financing, their primary source of 
revenue, from the limitations of article XIII B.   

Because of the nature of the financing they receive, tax increment financing, 
redevelopment agencies are not subject to this type of appropriations limitations 
or spending caps; they do not expend any “proceeds of taxes.”  Nor do they raise, 
through tax increment financing, “general revenues for the local entity.”  The 
purpose for which state subvention of funds was created, to protect local agencies 
from having the state transfer its cost of government from itself to the local level, 
is therefore not brought into play when redevelopment agencies are required to 
allocate their tax increment financing in a particular manner... 

For all these reasons, we conclude the same policies which support exempting tax 
increment revenues from article XIII B appropriations limit also support denying 
reimbursement under section 6 … [The] costs of depositing tax increment 

99 Id., at p. 32 [citing Huntington Park Redevelopment Agency v. Martin (1985) 38 Cal.3d 100, at 
p. 108]. 
100 Id, at p. 31. 
101 (Cal. Ct. App. 4th Dist. 1997) 55 Cal.App.4th 976 
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revenues in the Housing Fund are attributable not directly to tax revenues, but to 
the benefit received by the Agency from the tax increment financing scheme, 
which is one step removed from other local agencies’ collection of tax 
revenues.102 

In 2000, the Third District Court of Appeal, in City of El Monte v. Commission on State 
Mandates, affirmed the reasoning of the San Marcos decision, holding that a redevelopment 
agency cannot accept the benefits of an exemption from article XIII B’s spending limit while 
asserting an entitlement to reimbursement under article XIII B, section 6.103   

Therefore, pursuant to County of Fresno, supra, Redevelopment Agency of San Marcos, supra, 
and City of El Monte, supra, a local agency that does not collect and expend “proceeds of taxes” 
is not subject to the tax and spend limitations of articles XIII A and B, does not enjoy the 
protection of article XIII B, section 6, and therefore is not entitled to claim reimbursement 
pursuant to article XIII B, section 6. 

B. Housing Authorities do not have Statutory Authority to Levy Taxes, and their 
Primary Sources of Revenue are not Subject to the Appropriations Limit. 

The Authority argues that it is an eligible claimant before the Commission, as follows: 

The Stanton Housing Authority is an independent public entity created by statute.  
(See Health & Saf. Code §§ 34203, 34240 [a housing authority is a public body, 
corporate and politic].)  Pursuant to California Constitution, Article XIIIB, 
Section 8(d), “local government” for purposes of Article XIIIB of the California 
Constitution means “any city, county, city and county, school district, special 
district, authority, or other political subdivision of or within the state.”  (Emphasis 
added.)  Government Code Section 17518 reiterates this definition by providing 
that a “local agency means any city, county, special district, authority, or other 
political subdivision of the state.”  (Emphasis added.)  Under the definitions set 
forth in the California Constitution and Government Code Section 17518, the 
Authority is an eligible claimant.104 

Finance has asserted in its comments on the test claim, citing Redevelopment Agency of San 
Marcos, that the Stanton Housing Authority is not an eligible claimant because “joint powers 
authorities are not eligible for mandate reimbursement.”105  While local housing authorities may 
be created as a joint powers authority, as discussed below, there is no evidence that the Stanton 
Housing Authority is a joint powers authority; its area of operation appears to be limited to the 
City of Stanton, and its governing body is made up of the members of the City Council of 
Stanton only, and not representatives from any other city or county.  Nevertheless, the reasoning 
of Redevelopment Agency of San Marcos still holds, because like a joint powers authority, the 

102 Redevelopment Agency of San Marcos, supra, 55 Cal.App.4th at p. 986-987 [internal citations 
omitted]. 
103 (2000) 83 Cal.App.4th 266, 281-282 (El Monte). 
104 Exhibit C, Claimant Response to Notice of Incomplete Test Claim Filing. 
105 Exhibit F, Department of Finance Comments on Test Claim, at p. 2. 
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Authority has no authority to levy taxes.  In addition, like a redevelopment agency, the Authority 
has the power to issue bonds or finance its activities by other means.  A housing authority , 
pursuant to Health and Safety Code sections discussed herein, funds its operations through bonds 
or other long-term financing mechanisms; sources of revenue that are not subject to the spending 
limit of article XIII B. 

Statutory authorization for the creation and powers of local housing authorities is found in Part 2 
of Division 24 of the Health and Safety Code, commencing at section 34200, which provides that 
“[t]his chapter [sections 34200 to 34380, inclusive] may be cited as the Housing Authorities 
Law.”  Section 34240 of the Housing Authorities Law provides as follows: 

In each county and city there is a public body corporate and politic known as the 
housing authority of the county or city.  The authority shall not transact any 
business or exercise its powers unless, by resolution, the governing body of the 
county or city declares that there is a need for an authority to function in it.106 

Section 34240.1 provides that the governing body of any city or county may enter into an 
agreement with any other city or county whose governing body has declared by resolution the 
need for a housing authority, and may form an area housing authority empowered by section 
34247 to operate within all cities or counties joining in the agreement; in such case two 
commissioners may be appointed by the governing body of each member city or county pursuant 
to section 34246.107  Sections 34310 to 34334, inclusive, describe the powers and duties of local 
housing authorities, which include the power to sue and be sued, to make and execute contracts, 
and to make and amend by-laws and regulations consistent with the Health and Safety Code.108  
In addition, within its area of operation, a housing authority has the power to “acquire, lease, and 
operate housing projects for persons of low income,” to “[p]rovide for the construction, 
reconstruction, improvement, alteration, or repair of all or any part of any housing project,” and 
to “[p]rovide leased housing to persons of low income.”109  These activities overlap the powers 
and duties of redevelopment agencies to some extent: Section 33391 provides for a 
redevelopment agency’s power to acquire property within a project area,110 and section 33400 
permits a redevelopment agency to “[r]ent, maintain, manage, operate, repair and clear such 
property.”111   

More importantly, both redevelopment agencies and housing authorities have the power to issue 
bonds to finance their activities.  Section 33640 provides that a redevelopment agency may issue 
bonds “for any of its corporate purposes,” which may be repaid from the income and revenues of 
the redevelopment projects financed with those bonds; tax increment financing; “transient 
occupancy tax” revenues pursuant to a duly adopted ordinance; any contributions or financial 

106 Health and Safety Code section 34240 (Stats. 1951, ch. 710). 
107 Health and Safety Code section 34240.1; 34246; 34247 (Stats. 1951, ch. 710). 
108 Health and Safety Code section 343110 (Stats. 1951, ch. 710). 
109 Health and Safety Code section 34312 (As amended, Stats. 2006, ch. 890). 
110 Health and Safety Code section 33391 (As amended, Stats. 1988, ch. 1599). 
111 Health and Safety Code section 33400 (As amended, Stats. 1965, ch. 1665). 
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assistance from the state or federal government; or any combination of those sources.112  A 
housing authority, pursuant to section 34312.3, may “[i]ssue revenue bonds for the purpose of 
financing the acquisition, construction, rehabilitation, refinancing, or development of 
multifamily rental housing and for the provision of capital improvements in connection with and 
determined necessary to the multifamily rental housing.”  A housing authority is also authorized 
to make or purchase construction loans and mortgage loans to finance the acquisition, 
construction, rehabilitation, refinancing, or development of multifamily rental housing.”113 

Therefore, while a housing authority is a local agency with a local sphere of influence and 
responsibility, the relevant code sections provide that its authority to raise revenues for its 
funding is restricted to the issuance of bonds or other non-tax financing mechanisms.  These 
funding sources, as discussed above, are not proceeds of taxes, and therefore are not subject to 
the appropriations limit.  In County of Placer v. Corin, supra, the Court of Appeal discussed the 
applicability of article XIII B as being based on “appropriations subject to limitation,” which 
consists of the authorization to expend during a fiscal year the “proceeds of taxes.”114  “As to 
local governments, limits are placed only on the authorization to expend the proceeds of taxes 
levied by that entity …”115  In addition, “‘proceeds of taxes’ generally contemplates only those 
impositions which raise general tax revenues for the entity.”116  “Proceeds of taxes” do not 
include “the proceeds from the sale of bonds, notes, warrants or other obligations required for the 
purpose of financing or refinancing the acquisition, construction, or completion of public 
improvements or projects or any rents, charges, assessments, or levies, other than tax levies, 
made pursuant to law, the proceeds of which are required for the payment of principal and 
interest, or to otherwise secure such obligations, and to pay the costs and expenses associated 
therewith.”117  A housing authority’s funding mechanisms consist of “bonds, notes, warrants or 
other obligations required for the purpose of financing or refinancing the acquisition, 
construction, or completion of public improvements or projects or any rents…the proceeds of 
which are required for the payment of principal and interest…”118 

Moreover, for the same reasons that a redevelopment agency’s financing tools were held in Bell 
Community Redevelopment Agency v. Woolsey, supra, to fall outside the appropriations limit of 
article XIII B, a housing authority’s power to issue bonds or engage in other types of financing to 

112 Health and Safety Code section 33641 (As amended, Stats. 1993, ch. 942).  See also Revenue 
and Taxation Code section 7280.5 (Added, Stats. 1987, ch. 665). 
113 Health and Safety Code section 34312.3 (As amended, Stats. 2001, ch. 745). 
114 113 Cal.App.3d at p. 447. 
115 Ibid. [emphasis added]. 
116 Id., at p. 451. 
117 Id., at p. 453, fn. 8, quoting Government Code section 53715, which implemented article XIII 
B.  See also, County of Fresno, supra, 53 Cal.3d 482, 487. 
118 County of Placer v. Corin, supra, 113 Cal.App.3d at p. 453, fn. 8, quoting Government Code 
section 53715, which implemented article XIII B. 
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acquire, construct, rehabilitate, refinance, or develop multifamily rental housing for low-income 
persons is not limited by the restrictions in article XIII B.  In particular, the court in Bell 
Community Redevelopment Agency noted that “Section 9(a) expressly excludes debt service from 
“appropriations subject to limitations,” and that section 7 expressly provides that “[n]othing in 
this Article shall be construed to impair the ability of the State or of any local government to 
meet its obligations with respect to existing or future bonded indebtedness.”  In addition, the 
court explained that “[article XIII B, s]ection 4 calls for a vote of the ‘electors’ of an entity to 
change an appropriations limit; dependence on such periodic approval for repayment would 
effectively negate the viability of a bond issuance.”119  Likewise, “dependence on such period 
approval for repayment would effectively negate the viability” of any long-term mortgage 
solutions or other financing scheme that a housing authority is authorized to undertake.  The 
court thus concluded: “If bonds must annually compete for payment within an annual 
appropriations limit, and their payment depend upon complying with the such limit…[t]he 
untoward effect would be that bonds would become unsaleable because a purchaser could not 
depend upon the agency having a sure source of payment for such bonds.”120 

Accordingly, housing authorities do not have statutory authority to levy taxes, and their primary 
sources of revenue are not subject to the appropriations limit.  Thus, housing authorities are not 
subject to the tax and spend limitations of articles XIII A and B.   

Here, the Stanton Housing Authority has alleged costs relating to the Tina-Pacific Project, which 
consists of some 25 properties acquired by the former Stanton RDA and intended for demolition 
and redevelopment.  Pursuant to the enactment of the test claim statutes, the “obligations 
associated with the housing activities” of the former Stanton RDA are transferred to a successor 
housing agency, which is, pursuant to the statute, either the city or county that created the RDA, 
or, if no city or county elects to serve as the successor housing agency, the local housing 
authority.  Here, that local housing authority is the Stanton Housing Authority.  As the foregoing 
analysis explains, a housing authority is not eligible to claim reimbursement pursuant to article 
XIII B, section 6, because a housing authority generally does not collect or expend proceeds of 
taxes and its revenues are not subject to the spending limit.  Nothing in the dissolution statutes 
alters the above analysis with respect to the activities claimed by the Stanton Housing Authority.  
The activities and statutes pled are not and will not be funded with “appropriations subject to 
limitation,” but rather must be funded, if at all, by the revenues of the housing authority which 
consist of “bonds, notes, warrants or other obligations required for the purpose of financing or 
refinancing the acquisition, construction, or completion of public improvements or projects or 
any rents…the proceeds of which are required for the payment of principal and interest…”.  
Thus, because the claimant is not subject to the tax and spend limitations of article XIII A and B 
of the California Constitution, the claimant does not enjoy the protection of article XIII B, 
section 6, and therefore is not eligible to receive subvention in any event. 

 

119 Bell Community Redevelopment Agency, supra, 169 Cal.App.3d, at pp. 31-32 [quoting 
California Constitution, article XIII B, sections 4, 7, 9, as added or amended by Proposition 4, 
November 6, 1979, Proposition 111, June 5, 1990]. 
120 Id., at p. 31. 
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V. Conclusion 
Based on the foregoing discussion and analysis, the Commission denies this test claim, finding 
that the claimant is not eligible to claim reimbursement under article XIII B, section 6. 
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DECLARATION OF SERVICE BY EMAIL 

I, the undersigned, declare as follows: 

I am a resident of the County of Yolo and I am over the age of 18 years, and not a party to the 
within action. My place of employment is 980 Ninth Street, Suite 300, Sacramento, 
California 95814. 

On January 31, 2014, I served the: 

Draft Staff Analysis and Proposed Statement of Decision, Schedule for Comments, 
and Notice of Hearing 
Housing Successor Agency, 12-TC-03 
Health and Safety Code Sections 34176; 
Statutes 2011-12, First Extraordinary Session, Chapter 5 9ABX1 260; 
Statutes 2012, Chapter 26, (AB 1484) 
Stanton Housing Authority, Claimant 

By making it available on the Commission's website and providing notice of how to locate it to 
the email addresses provided on the attached mailing list. 

I declare under penalty of perjury under the laws of the State of California that the foregoing is 
true and correct, and that this declaration was executed on January 31, 2014 at Sacramento, 
California. 

Commission on State Mandates 
980 9th Street, Suite 300 
Sacramento, CA 95814 
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Elizabeth Hull, Best Best & Krieger LLP
Claimant Representative
18101 Von Karman Ave, Suite 1000, Irvine, CA 92612
Phone: (949) 263-2608
Elizabeth.Hull@bbklaw.com

Mark Ibele, Senate Budget & Fiscal Review Committee
California State Senate, State Capitol Room 5019, Sacramento, CA 95814
Phone: (916) 651-4103
Mark.Ibele@sen.ca.gov

Edward Jewik, County of Los Angeles 
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Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 974-8564
ejewik@auditor.lacounty.gov

Matt Jones, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562
matt.jones@csm.ca.gov

Ferlyn Junio, Nimbus Consulting Group,LLC
2386 Fair Oaks Boulevard, Suite 104, Sacramento, CA 95825
Phone: (916) 480-9444
fjunio@nimbusconsultinggroup.com

Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-9891
jkanemasu@sco.ca.gov

Anita Kerezsi, AK & Company
3531 Kersey Lane, Sacramento, CA 95864
Phone: (916) 972-1666
akcompany@um.att.com

Jean Kinney Hurst, Senior Legislative Representative, Revenue & Taxation, California State
Association of Counties (CSAC)
1100 K Street, Suite 101, Sacramento, CA 95814-3941
Phone: (916) 327-7500
jhurst@counties.org

Jay Lal, State Controller's Office (B-08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0256
JLal@sco.ca.gov

Kathleen Lynch, Department of Finance (A-15)
915 L Street, Suite 1280, 17th Floor, Sacramento, CA 95814
Phone: (916) 445-3274
kathleen.lynch@dof.ca.gov

Hortensia Mato, City of Newport Beach
100 Civic Center Drive, Newport Beach, CA 92660
Phone: (949) 644-3000
hmato@newportbeachca.gov

Michelle Mendoza, MAXIMUS
17310 Red Hill Avenue, Suite 340, Irvine, CA 95403
Phone: (949) 440-0845
michellemendoza@maximus.com

Geoffrey Neill, Senior Legislative Analyst, Revenue & Taxation, California State Association
of Counties (CSAC)
1100 K Street, Suite 101, Sacramento, CA 95814
Phone: (916) 327-7500
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gneill@counties.org

Andy Nichols, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 455-3939
andy@nichols-consulting.com

Marianne O'Malley, Legislative Analyst's Office (B-29)
925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8315
marianne.O'malley@lao.ca.gov

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
christian.osmena@dof.ca.gov

Keith Petersen, SixTen & Associates
P.O. Box 340430, Sacramento, CA 95834-0430
Phone: (916) 419-7093
kbpsixten@aol.com

Jai Prasad, County of San Bernardino
Office of Auditor-Controller, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA 92415-
0018
Phone: (909) 386-8854
jai.prasad@atc.sbcounty.gov

Mark Rewolinski, MAXIMUS
625 Coolidge Drive, Suite 100, Folsom, CA 95630
Phone: (949) 440-0845
markrewolinski@maximus.com

Kathy Rios, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-5919
krios@sco.ca.gov

Matthew Schuneman, MAXIMUS
900 Skokie Boulevard, Suite 265, Northbrook, Il 60062
Phone: (847) 513-5504
matthewschuneman@maximus.com

Lee Scott, Department of Finance
15 L Street, 8th Floor, Sacramento, CA 95814
Phone: (916) 445-3274
lee.scott@dof.ca.gov

David Scribner, Max8550
2200 Sunrise Boulevard, Suite 240, Gold River, CA 95670
Phone: (916) 852-8970
dscribner@max8550.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
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Phone: (916) 323-5849
jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254
DSpeciale@sco.ca.gov

Meg Svoboda, Senate Office of Research
1020 N Street, Suite 200, Sacramento, CA 
Phone: (916) 651-1500
meg.svoboda@sen.ca.gov

Jolene Tollenaar, MGT of America
2001 P Street, Suite 200, Suite 200, Sacramento, CA 95811
Phone: (916) 443-9136
jolene_tollenaar@mgtamer.com

Evelyn Tseng, City of Newport Beach
100 Civic Center Drive, Newport Beach, CA 92660
Phone: (949) 644-3127
etseng@newportbeachca.gov

Brian Uhler, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8328
brian.uhler@lao.ca.gov

David Wellhouse, David Wellhouse & Associates,Inc.
3609 Bradshaw Road, Suite 121, Sacramento, CA 95927
Phone: (916) 368-9244
dwa-david@surewest.net

Hasmik Yaghobyan, County of Los Angeles
Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 974-9653
hyaghobyan@auditor.lacounty.gov
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Enclosure A 

DECLARATION OF MICHAEL BYRNE 
DEPARTMENT OF FINANCE 
CLAIM NO. CSM-12-TC-03 

1. I am currently employed by the State of California, Department of Finance (Finance), am 
familiar with the duties of Finance, and am authorized to make this declaration on behalf 
of Finance. 

I certify under penalty of perjury that the facts set forth in the foregoing are true and correct of 
my own knowledge except as to the matters therein stated as information or belief and, as to 
those matters, I believe them to be true. 

at Sacramento, CA 
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COMMISSION ON STATE MANDATES

Mailing List

Last Updated: 1/31/14

Claim Number: 12-TC-03

Matter: Housing Successor Agency

Claimant: Stanton Housing Authority

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:

Each commission mailing list is continuously updated as requests are received to include or remove
any party or person on the mailing list. A current mailing list is provided with commission
correspondence, and a copy of the current mailing list is available upon request at any time. Except
as provided otherwise by commission rule, when a party or interested party files any written material
with the commission concerning a claim, it shall simultaneously serve a copy of the written material
on the parties and interested parties to the claim identified on the mailing list provided by the
commission. (Cal. Code Regs., tit. 2, § 1181.2.)

Socorro Aquino, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-7522
SAquino@sco.ca.gov

Harmeet Barkschat, Mandate Resource Services,LLC
5325 Elkhorn Blvd. #307, Sacramento, CA 95842
Phone: (916) 727-1350
harmeet@calsdrc.com

Lacey Baysinger, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254
lbaysinger@sco.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831
Phone: (916) 203-3608
allanburdick@gmail.com

J. Bradley Burgess, MGT of America
895 La Sierra Drive, Sacramento, CA 95864
Phone: (916)595-2646
Bburgess@mgtamer.com

Michael Byrne, Department of Finance
915 L Street, 8th Floor, Sacramento, CA 95814
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Phone: (916) 445-3274
michael.byrne@dof.ca.gov

Gwendolyn Carlos, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-5919
gcarlos@sco.ca.gov

Daniel Carrigg, League of California Cities
1400 K Street, #400, Sacramento, CA 95814
Phone: (916) 658-8200
Dcarrigg@cacities.org

Annette Chinn, Cost Recovery Systems,Inc.
705-2 East Bidwell Street, #294, Folsom, CA 95630
Phone: (916) 939-7901
achinncrs@aol.com

Omar Dadabhoy, Stanton Housing Authority
7800 Katella Avenue, Stanton, CA 90680
Phone: (714) 890-4213
ODadabhoy@ci.stanton.ca.us

Marieta Delfin, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-0706
mdelfin@sco.ca.gov

Tom Dyer, Department of Finance (A-15)
915 L Street, Sacramento, CA 95814
Phone: (916) 445-3274
tom.dyer@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
susan.geanacou@dof.ca.gov

Dorothy Holzem, California Special Districts Association
1112 I Street, Suite 200, Sacramento, CA 95814
Phone: (916) 442-7887
dorothyh@csda.net

Elizabeth Hull, Best Best & Krieger LLP
Claimant Representative
18101 Von Karman Ave, Suite 1000, Irvine, CA 92612
Phone: (949) 263-2608
Elizabeth.Hull@bbklaw.com

Mark Ibele, Senate Budget & Fiscal Review Committee
California State Senate, State Capitol Room 5019, Sacramento, CA 95814
Phone: (916) 651-4103
Mark.Ibele@sen.ca.gov

Edward Jewik, County of Los Angeles 
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Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 974-8564
ejewik@auditor.lacounty.gov

Matt Jones, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562
matt.jones@csm.ca.gov

Ferlyn Junio, Nimbus Consulting Group,LLC
2386 Fair Oaks Boulevard, Suite 104, Sacramento, CA 95825
Phone: (916) 480-9444
fjunio@nimbusconsultinggroup.com

Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-9891
jkanemasu@sco.ca.gov

Anita Kerezsi, AK & Company
3531 Kersey Lane, Sacramento, CA 95864
Phone: (916) 972-1666
akcompany@um.att.com

Jean Kinney Hurst, Senior Legislative Representative, Revenue & Taxation, California State
Association of Counties (CSAC)
1100 K Street, Suite 101, Sacramento, CA 95814-3941
Phone: (916) 327-7500
jhurst@counties.org

Jay Lal, State Controller's Office (B-08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0256
JLal@sco.ca.gov

Kathleen Lynch, Department of Finance (A-15)
915 L Street, Suite 1280, 17th Floor, Sacramento, CA 95814
Phone: (916) 445-3274
kathleen.lynch@dof.ca.gov

Hortensia Mato, City of Newport Beach
100 Civic Center Drive, Newport Beach, CA 92660
Phone: (949) 644-3000
hmato@newportbeachca.gov

Michelle Mendoza, MAXIMUS
17310 Red Hill Avenue, Suite 340, Irvine, CA 95403
Phone: (949) 440-0845
michellemendoza@maximus.com

Geoffrey Neill, Senior Legislative Analyst, Revenue & Taxation, California State Association
of Counties (CSAC)
1100 K Street, Suite 101, Sacramento, CA 95814
Phone: (916) 327-7500
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gneill@counties.org

Andy Nichols, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 455-3939
andy@nichols-consulting.com

Marianne O'Malley, Legislative Analyst's Office (B-29)
925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8315
marianne.O'malley@lao.ca.gov

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
christian.osmena@dof.ca.gov

Keith Petersen, SixTen & Associates
P.O. Box 340430, Sacramento, CA 95834-0430
Phone: (916) 419-7093
kbpsixten@aol.com

Jai Prasad, County of San Bernardino
Office of Auditor-Controller, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA 92415-
0018
Phone: (909) 386-8854
jai.prasad@atc.sbcounty.gov

Mark Rewolinski, MAXIMUS
625 Coolidge Drive, Suite 100, Folsom, CA 95630
Phone: (949) 440-0845
markrewolinski@maximus.com

Kathy Rios, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-5919
krios@sco.ca.gov

Matthew Schuneman, MAXIMUS
900 Skokie Boulevard, Suite 265, Northbrook, Il 60062
Phone: (847) 513-5504
matthewschuneman@maximus.com

Lee Scott, Department of Finance
15 L Street, 8th Floor, Sacramento, CA 95814
Phone: (916) 445-3274
lee.scott@dof.ca.gov

David Scribner, Max8550
2200 Sunrise Boulevard, Suite 240, Gold River, CA 95670
Phone: (916) 852-8970
dscribner@max8550.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
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Phone: (916) 323-5849
jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254
DSpeciale@sco.ca.gov

Meg Svoboda, Senate Office of Research
1020 N Street, Suite 200, Sacramento, CA 
Phone: (916) 651-1500
meg.svoboda@sen.ca.gov

Jolene Tollenaar, MGT of America
2001 P Street, Suite 200, Suite 200, Sacramento, CA 95811
Phone: (916) 443-9136
jolene_tollenaar@mgtamer.com

Evelyn Tseng, City of Newport Beach
100 Civic Center Drive, Newport Beach, CA 92660
Phone: (949) 644-3127
etseng@newportbeachca.gov

Brian Uhler, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8328
brian.uhler@lao.ca.gov

David Wellhouse, David Wellhouse & Associates,Inc.
3609 Bradshaw Road, Suite 121, Sacramento, CA 95927
Phone: (916) 368-9244
dwa-david@surewest.net

Hasmik Yaghobyan, County of Los Angeles
Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 974-9653
hyaghobyan@auditor.lacounty.gov
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STANTON HOUSING 
AUTHORITY 

Rigoberto A. Ramirez 
Chair 

Alexander A. Ethnns 
Vice Chair 

Brian Donahue 
,\{ember 

David J. Shawver 
Member 

Carol Warren 
Member 

James A. Box 
Erec11tive Director 

7800 Katella Avenue 
Stanton, CA 90680 

Phone (714) 379-9222 
Fax (714) 890-1443 

www.ci.stanton.ca.us 

Heather Halsey 
Executive Director 

Commission on State Mandates 
980 9th Street, Suite 300 

Sacramento, CA 95814 

April 7, 2014 

Re: Stanton Housing Authority Comments on Draft Staff Analysis and 
Proposed Statement of Decision Housing Successor Agency ( 12-TC-
03) 

Dear Ms. Halsey, 

The Stanton Housing Authority ("Authority") submits the following 
comments in response to the Commission on State Mandates' ("CSM") Draft Staff 
Analysis and Proposed Statement of Decision ("Staff Analysis") in Housing 
Successor Agency (l 2-TC-03) ("Test Claim"). 

Summary of Comments 

(I) The Authority is an eligible claimant pursuant to the definition of a "local govenunent" under 
A11icle Xlll B, Section 8(d) of the California Constitution, and the definition of "local agency" under 
Government Code Section 17518. 

(2) As an eligible claimant, the Authority receives the proceeds of taxes, as defined by California 
Constitution Ar1icle XIII B, Section 8, tlu·ough its receipt of property taxes under Health and Safety 
Code Section 34171 (p) and its receipt of user fees and charges in excess of the cost of providing the 
applicable service to that user under Health and Safety Code Section 34315. Fm1her, case law 
applicable to redevelopment agencies does not apply to the Authority because redevelopment agencies 
are explicitly exempt by Health and Safety Code Section 33678 from the limitations of Ar1icle XIII B. 
No similar statute exists for housing authorities. 

(3) As an eligible claimant under the first two points above, the Authority is eligible for state 
reimbursement of costs imposed by the State Legislature under Health and Safety Code Section 34176. 

Comments 

RECEIVED

Commission on
State Mandates

April 07, 2014

Exhibit I
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1. The Authority is an Eligible Claimant1 

Both the California Constitution and state statute explicitly provide that the Authority is an eligible 
claimant. Pursuant to California Constitution Article XIII B, Section 8(d), "local government" for purposes of 
Article XIII B of the California Constitution, means "any city, county, city and county, school district, special 
dish·ict, authority, or other political subdivision of or within the state." (Emphasis added.) CSM's governing 
statutes, and specifically Government Code Section 17518, reiterate this definition by providing that a "local agency 
means any city, county, special district, authority, or other political subdivision of the state." (Emphasis added.) 
CSM's own regulations recognize the Authority as an eligible claimant.2 

The Authority is an independent public entity created by statute. (See Health & Saf. Code §§ 34203, 34240 
[a housing authority is a public body, corporate and politic].) Under the definitions set fo11h in the California 
Constitution and Government Code Section 17518, the Authority is an eligible claimant. 

2. The Authority Is Eligible To Receive State Reimbursement Under Article XIII B, Section 6 

The Staff Analysis provides that the Authority is an not an eligible claimant because it is not subject to the 
taxing and spending restrictions of Atticles XIII A and XIII B of the California Constitution. First, this is incorrect 
as the Authority receives prope11y taxes and is therefore subject to Altic le XIll A and XIII B. Second, the cases 
cited in the Staff Analysis actually provide suppo11 for the Authority's right to receive state reimbursement. 

In County of Fresno v. State (1991) 53 Cal.3d 482 ("County of Fresno"), the County's test claim for state 
reimbursement of costs incwTed in implementing the Hazardous Materials Release Response Plans and Inventory 
Act was rejected by the CSM pursuant to Government Code Section l 7556(d), which provides that costs are not 
state-mandated when the County has the authority to levy a fee or charge sufficient to pay for the cost of the 
program. The County filed a writ of mandate alleging that Section 17 556( cl) was unconstitutional. The Court 
denied the writ of mandate, holding that Section l 7556(d) was facially constitutional. More importantly, the Comt's 
analysis is solely based on whether Section 17556(d) is constitutional, and not on whether the County is an eligible 
claimant. 

County of Fresno provides that "Article XIII B of the Constitution, however, was not intended to reach 
beyond taxation. That fact is apparent from the language of [Proposition 4, which enacted Article XIII B.] It is 
confirmed by its history. In his analysis, the Legislative Analyst declared that Proposition 4 'would not restrict the 
growth in appropriations financed from other [i.e., nontax] sources of revenue, including federal funds, bond funds, 
traffic fines, user fees based on reasonable costs, and income from gifts."' (id. at p. 487.) 

The Court fm1her provides that "[Proposition 4] was designed to protect the tax revenues of local 
governments from state mandates that would require expenditure of such revenues ... read in its textual and historical 
context section 6 of mticle XIII B requires [State] subvention only when the costs in question can be recovered 
solely ji-0111 tax revenues." (Ibid.) (Emphasis in original.) The County of Fresno court concludes that "[a]s the 
discussion makes clear, the Constitution requires reimbursement only for those expenses that are recoverable solely 
from taxes." It then concludes that Govenunent Code Section 17556(d) is facially constitutional because it exempts 
from state reimbursement any program for which a local agency has the authority to levy a charge or fee sufficient 
to pay for the program. 

The Authority does not have the authority to levy fees or charges sufficient to cover the costs imposed by 

1 This information was previously provided to CSM via letter, date July 18, 2013, in response to CSM's Notice of 
Incomplete Filing. In that letter, we notified CSM staff that they did not have the jurisdiction to reject the 
Authority's test claim based on the constitutional and statutory defmitions set forth above. Sh01tly thereafter, on 
July 31, 2013, CSM staff issued a Notice of Complete Test Claim Filing. 
2 See 2 CCR § 1181.1 ["Unless otherwise indicated, the definitions in this chapter and those found in Government 
Code sections 17510 through 17524 apply to Articles I, 2, 3, 4.5, 5, 6, 7, 8, and 8.5 of this chapter: ... (d) 'Claimant' 
means the local agency or school district filing a test claim or incorrect reduction claim."]. 

2 
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Section 34176 and, therefore, the costs in question can only be recovered solely fro;n tax revenues. 

A. The Authority's Revenue Qualifies as the Proceeds of Taxes 

Article XIII 8, Section 8(b) of the California Constitution defines "appropriations subject to limitation" of 
a local government3 to mean "any authorization to expend during a fiscal year the proceeds of taxes levied by or for 
that entity and the proceeds of state subventions to that entity (other than subventions made pursuant to Section 6) 
exclusive of refunds of taxes." 

The "proceeds of taxes" is !hereinafter defined to " include, but not be restricted to, all tax revenues and the 
proceeds to an entity of government, from (!) regulatory licenses, user charges, and user fees to the extent that those 
proceeds exceed the costs reasonably borne by that entity in providing the regulation, product, or service, and (2) the 
investment of tax revenues. With respect to any local government, 'proceeds of taxes' shall include subventions 
received from the state ... " (Cal. Const. Art. XIIIB, §8(c).) 

The Staff Analysis provides that "because housing authorities do not collect or expend the proceeds of 
taxes, such agencies are not eligible claimants before the [CSM]. Specifically, because the Stanton Housing 
Authority does not collect or expend the proceeds of taxes, it is not an eligible claimant within the meaning of 
Article XIII 8, Section 6." (Staff Analysis, p.17.) We believe this is inco1Tect. 

Health and Safety Code Section 3417 l(p) allocates the proceeds of taxes to the Authority, as Housing 
Successor. Section 34171 (p) provides, in pertinent part: 

From July 1, 2014, to July l, 2018, inclusive, "housing entity administrative cost allowance" 
means an amount of up to l percent of the property tax allocated to the Redevelopnient Obligation 
Retirement Fund on behalf of the successor agency for each applicable fiscal year, but not less 
than one hundred fifty thousand dollars ($150,000) per fiscal year ... (!) If a local housing 
authority assumed the housing functions of the former redevelopme11t agency p11rs11a11t to 
paragraph (2) or (3) of subdivision (b) of Section 34176, then the housing entity administrative 
cost allowance shall be listed by the successor agency on the Recog11ized Obligation Payment 
Schedule. Upon approval of the Recognized Obligation Payment Schedule by the oversight board 
and the department, the housing entity administrative cost allowance shall be remitted by the 
successor agency on each January 2 and July I to the local housing authority that assumed the 
housing functions of the former redevelopment agency pursuant to paragraph (2) or (3) of 
subdivision (b) of Section 34176. (Emphasis added.) 

Section 3417 l(p) clearly recognizes that if a local housing authority assumed the housing functions of the 
former redevelopment agency, these activities should be paid for with property taxes, and require the Authority to 
expend the proceeds of taxes. Further, the proceeds of taxes collected by the Authority cannot be used to pay for 
any long-term debt. Instead, it can only be used as "general revenue for the local entity." (Redevelopment Agency 
of San Marcos, supra, 55 Cal.App.4th at 986-987; cited by Staff Analysis, p. 21.) 

Section 3417 l(p) allocates the proceeds of taxes to the Authority for the very purpose that the Authority is 
now seeking state reimbursement under the Test Claim. Fm1her, in capping the amount, the Legislature 
acknowledges that this amount may be insufficient to cover applicable costs incurred by the Authority, and that the 
Authority will be required to use other local funds to meet its statutory obligations under Section 34176. In essence, 
the Legislature is forcing the Authority to use proceeds of taxes to meet its obligations imposed under Section 
34176, thereby recognizing that these expenses should be funded with the proceeds of taxes, but the amount of 
property taxes allocated to the Authority is insufficient to pay for the actual costs incurred by the Authority in 
complying with Section 34176. This is the very reason for which Proposition 4 was enacted - to prevent the state 
from forcing local governments to provide services without also providing a means to pay for those activities. 
(County of Fresno, supra, 53 Cal.J c! at p. 487.) 

3 "Local government" includes an "authority." (Cal. Const. Art. XIIIB, §8(d).) 
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Additionally, under Article XIII B, Section 8 the proceeds of taxes also includes "regulatory licenses, user 
charges, and user fees to the extent that those proceeds exceed the. costs reasonable borne by that entity in providing 
the regulation, product, or service." A significant p01iion of the Authority's source of revenue is user charges and 
fees. The Authority charges rent to its users (tenants of affordable housing projects). (Health & Saf. Code§ 34315.) 
Because the only viable option for raising revenue to pay Section 34176 expenses is to increase user charges and 
fees, thereby exceeding the Authority's cost of providing the service (i.e. housing), this source of revenue also falls 
within the definition of"proceeds of taxes."~ 

B. The Authority's expenses were originally incurred with the intent that they be paid for with 
prope11y taxes 

The expenses imposed on the Authority by Section 34176 were originally incurred with the sole intent that 
they be paid with property taxes (through tax increment financing of the former redevelopment agency). Thus, 
because the Authority has insufficient funding to pay these expenses, per County of Fresno "the costs in question 
can be recovered solely fi'om t(L\' revenues." (County of Fresno, supra, 53 Cal.3d at 487.) (Emphasis in original.) 

The Staff Analysis cites to several redevelopment agency cases to establish precedent that a redevelopment 
agency is not subject to the tax and spend limitations of Article XIII B and, therefore, a housing authority is 
similarly situated. However, all of these redevelopment agency cases base their determinations on the language of 
Health and Safety Code Section 33678, which explicitly provides that redevelopment agencies are not subject to 
Article XIII B. This statute does not apply to the Authority, which is a separate and independent entity from the 
redevelopment agency. Section 33678(a) provides in pe1iinent pmi: 

This section implements and fulfills the intent of ... Article XIII Band Section 16 of Aiiicle XVI of 
the California Constitution. The allocation and payment to an agency of the p01iion of taxes 
specified in subdivision (b) of Section 33670 for the purpose of paying principal of, or interest 
on ... indebtedness incuned for redevelopment activity ... shall not be deemed the receipt by an 
agency of proceeds of taxes levied by or on behalf of the agency within the meaning or for the 
purposes of Aliicle XIII B ... nor shall such portion of taxes be deemed receipt of proceeds of taxes 
by, or an appropriation subject to limitation of, any other public body within the meaning or for 
purposes of Article XIII B ... or any statutory provision enacted in implementation of Article XIII 
B. The allocation and payment to an agency of this poiiion of taxes shall not be deemed the 
appropriation by a redevelopment agency of proceeds of taxes levied by or on behalf of a 
redevelopment agency within the meaning or for purposes of Aliicle XIII B." 

Further, in enacting Section 34176 the Legislature explicitly terminated the meaning of tax increments and 
converted these funds to general prope1iy taxes, thereby falling outside the scope of Section 33678 and within the 
scope of Aliicle XIII B. The uncodified Section I of ABX I 265 provides that "[t]he Legislature finds and declares 
all of the following ... (i) Upon [the redevelopment agency's] dissolution, any property taxes that would have been 
allocated to redevelopment agencies will no longer be deemed tax increment. Insteacl, those taxes will be deemed 
property tax revenues ... " (Emphasis added.) 

The legislative intent is clear. First, the Authority receives property taxes under Section 34171 (p), not tax 
increments, to pay for its costs as a housing successor under Section 34176. Second, these property taxes are capped 
and may be insufficient, as is the case with the Authority, to pay for all costs mandated by Section 34176. 

3. Section 34176 Imposes a New Program or Higher Level of Service on the Authority 

Although not addressed in the Staff Analysis, the Authority reiterates that as an eligible claimant Section 
34 l 76(b) imposes a new program or higher level of service on the Authority. This is actually suppo1ied by the 

~Like any attempts to raise property taxes, raising user charges and fees (or, in this case, rent) is not a viable option 
as the Authority is restricted in the amount of rent it may charge. (Health & Saf. Code §34322.) 
5 Health & Safety Code Section 34176 was enacted as pa1i of ABX I 26. 
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California Department of Finance.6 Further, Section 34 l 76(b) clearly indicates tbat if the Authority did not exist, all 
housing obligations imposed by Section 34176 would be the responsibility of the State. Section 34176(b) provides, 
in pertinent part: 

If a city, county, or city and county does not elect to retain the responsibility for performing 
housing functions previously performed by a redevelopment agency, all righis. powers, assets, 
duties, and obligations associated with the housing activities of the agency, excluding enforceable 
obligations retained by the successor agency and any amounts in the Low and Moderate Income 
Housing Fund, shall be transfen-ed as follows: 

(1) If there is no local housing authority in the teJTitorial jurisdiction of the former redevelopment 
agency, to the Department of Housing and Community Development. 

(2) If there is one local housing authority in the tenitorial jurisdiction of the former redevelopment 
agency, to that local housing authori ty. 

The Authority is the only housing authority in the terTitorial jurisdiction of the former redevelopment 
agency. As such, under Section 34 I 76(b)(2), the State Legislature mandates that the housing obligations pass to the 
Authority. If the Authority did not exist, these obligations would pass to the State Department of Housing and 
Community Development and all costs would be borne by the State. Clearly, prior to the adoption of Section 
34 I 76(b) the Authority was not responsible for the new programs or higher levels of service of providing these 
housing obligations; after its adoption, the Authority was statutoriiy mandated to accept these obligations and their 
associated costs. This falls within the definition of new program or higher level of service requiring state 
reimbursement. (Gov. Code §17514.) 

Conclusion 

Based on the foregoing, it is respectfully submitted that the Staff Analysis should be 
reconsidered and that a revised Staff Analysis and Proposed Statement of Decision be issued, 
recommending a granting of the Housing Successor Agency test claim. 

Thank you for your consideration of this matter. 

Sincerely, 

/) ~ 
By: / ~ I ?;'c~~ 

dn1ar Dadabhoy, 
Deputy Executive Director 

6 In DO F's ROPS Ill final determination Jetter, dated December 18, 201 2, when denying the Authority's request for 
funding for replacement housing obligations of $13 million from ROPS Ill (Item No. 29), DOF provides in pertinent 
part "Upon the transfer of the former RDA 's housing functions to the new housing entity, HSC section 34176 
requires that 'all rights, powers, duties, obligations and housing assets ... shall be transferTed' to the new housing 
entity. This transfer of ' duties and obligations' necessarily includes the transfer of statutory obligations ... " (See 
http://www.dof.ca.gov/redevelopment/review_letters/documents/Stanton _ ROPS _III_ MC_ Determinat ion. pdf.) 
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ExEcutivE Summary
On February 1, 2012, all redevelopment agencies in California were dissolved and the process 

for unwinding their financial affairs began. Given the scope of these agencies’ funds, assets, and 
financial obligations, the unwinding process will take time. Prior to their dissolution, redevelopment 
agencies (RDAs) received over $5 billion in property tax revenues annually and had tens of billions 
of dollars of outstanding bonds, contracts, and loans.

This report reviews the history of RDAs, the events that led to their dissolution, and the process 
communities are using to resolve their financial obligations. Over time, as these obligations are paid 
off, schools and other local agencies will receive the property tax revenues formerly distributed to 
RDAs.

The report discusses these major findings:

•	 Although ending redevelopment was not the Legislature’s objective, the state had few 
practical alternatives.

•	 Ending redevelopment changes the distribution of property tax revenues among local 
agencies, but not the amount of tax revenues raised.

•	 Decisions about redevelopment replacement programs merit careful review.

•	 The decentralized process for unwinding redevelopment promotes a needed local debate 
over the use of the property tax.

•	 Key state and local choices will drive the state fiscal effect.

The report recommends the Legislature amend the redevelopment dissolution legislation to 
address timing issues, clarify the treatment of pass-through payments, and address key concerns of 
redevelopment bond investors.
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HiStory of rEdEvElopmEnt in california
programs, therefore, served as a fiscal check on 
redevelopment expansion.

The limited size of redevelopment project areas 
during this period also reflected the fiscal authority 
local governments had to raise funds from other 
sources to pay for local priorities. During this era, 
for example, the State Constitution allowed local 
governments to raise property and other tax rates 
upon a vote of their governing body and without 
local voter approval. Cities and counties also had 
wide authority to impose fees and assessments.

use of redevelopment Expanded 
after SB 90 and proposition 13

After its modest beginnings, use of 
redevelopment expanded significantly in the 1970s 
and 1980s due to two major state policy changes. 
First, passage of Chapter 1406, Statutes of 1972 
(SB 90, Dills) created a system of school “revenue 
limits,” whereby the state guarantees each school 
district an overall level of funding from local 
property taxes and state resources combined. Thus, 
if a district’s local property tax revenues do not 
grow—due to redevelopment or for other reasons—
the state provides additional state funds to ensure 
that the district has sufficient funds to meet its 
revenue limit. Second, Proposition 13 in 1978 
(and later Proposition 218 in 1996) significantly 
constrained local authority over the property 
tax and most other local revenues sources. These 
measures did not, however, reduce local authority 
over redevelopment.

With fewer fiscal checks and less revenue 
authority, cities (joined by a small number of 
counties) no longer limited their project areas to 
small sections of communities, but often adopted 
projects spanning hundreds or thousands of 
acres and frequently including large tracts of 
vacant land. Some jurisdictions placed farmland 

Californians pay over $45 billion in property 
taxes annually. County auditors distribute these 
revenues to local agencies—schools, community 
colleges, counties, cities, and special districts—
pursuant to state law. Property tax revenues 
typically represent the largest source of local 
general purpose revenues for these local agencies.

In 1945, the Legislature authorized local 
agencies to create RDAs. Several years later, as 
shown in Figure 1 (see next page), voters approved 
a redevelopment financing program referred to 
as “tax increment financing.” Under this process, 
a city or county could declare an area to be 
blighted and in need of urban renewal. After this 
declaration, most of the growth in property tax 
revenue from the “project area” was distributed 
to the city or county’s RDA as “tax increment 
revenues” instead of being distributed as general 
purpose revenues to other local agencies serving 
the area. Under law, tax increment revenues 
could be used only to address urban blight in the 
community that established the RDA.

during its Early years,  
redevelopment Was a Small program

During the 1950s and 1960s, few communities 
established redevelopment project areas and most 
project areas were small—typically 10 acres (about 
six square city blocks) to 100 acres (an area about 
one-fifth of a square mile). The small size of the 
early project areas reflected, in part, competing 
community interests in property tax revenues, 
particularly from school and community college 
districts that otherwise would receive about half 
of any growth in property tax revenues. (Under 
the state school financing system of the time, the 
state did not backfill K-14 districts if some of their 
property tax revenues were redirected to RDAs.) 
Community interest in education and other local 
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By 1998, RDA’s share of property taxes 
increased to 8 percent. Five projects exceeded 
12,000 acres (over 18 square miles).

History of Redevelopment

Figure 1

1945

1952

1966

1972

1976

1978

1983

1988

1992

1993

1998

2004

2006

2008

2010

2011

2012

Community Redevelopment Act (1945) 
Authorized creation of redevelopment agencies (RDAs).

Proposition 18 (1952) 
Established tax increment financing.

SB 90 (1972)
Established school “revenue limit” funding system, removing 
direct link between school budgets and property taxes.

AB 3674 (1976)
Required agencies to spend 20 percent of tax increment 
revenues for affordable housing.

Proposition 13 (1978)
Capped the general purpose property tax rate at 1 percent. 

AB 322 (1983)
Prohibited adoption of project areas with large amounts of vacant land.

AB 1290 (1993)
Defined blight, set time limits on project areas, and required 
payments to local agencies. 

State Budgets (1992-2010)
Enacted series of short-term shifts of RDA funds to schools.

By 1966, agencies adopted 27 project areas. 
Most project areas were smaller than 
200 acres (about a third of a square mile).

Number of project areas increased to 229 in 
1976. Most were smaller than 500 acres, but 
some exceeded 2,000 acres.

By 1977, RDAs received 2 percent of total 
statewide property taxes.

1977

In 1988, RDAs received 6 percent of total 
statewide property taxes. Number of projects 
increased to 594.

During the year before AB 1290 took effect, 
agencies placed 100 square miles of land 
under redevelopment.

Proposition 1A (2004)
Limited the Legislature’s authority to reallocate city, county, 
and special district property taxes.

SB 1206 (2006)
Tightened definition of blight. By 2008, RDA’s share of property taxes 

increased to 12 percent. Six projects 
exceeded 20,000 acres (over 30 square miles).

Proposition 22 (2010)
Restricted Legislature’s authority over redevelopment 
and other local revenues. 

ABX1 26 and ABX1 27 (2011)
Dissolved agencies not adopting reformed program (including 
payments to schools). Reform program overturned by the court.  

Assets and liabilities of dissolved agencies 
transferred to successor agencies.

Major Events Scale of Program
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under redevelopment. At least two cities placed 
all privately owned land in the city under 
redevelopment.

legislature took Steps to 
constrain redevelopment

Over time, the expanded use of redevelopment 
led to these agencies receiving an increasing 
share of property taxes collected under the 
1 percent rate. This, in turn, spawned concern that 
redevelopment—a program established as a tool 
to address defined pockets of urban blight—was 
decreasing funds needed for other local programs 
and increasing state costs to support K-14 
education.

Beginning in the 1980s and increasingly 
through 2011, state lawmakers took actions to 
constrain local governments’ use of redevelopment, 

including tightening the definition of blight, 
imposing timelines on project areas, and 
prohibiting new projects on bare land. Concerned 
that RDAs were not using their authority to develop 
affordable housing, the Legislature enacted laws 
strengthening the statutory requirement that RDAs 
spend 20 percent of their tax increment revenues 
developing housing for low and moderate income 
households. The Legislature also began restricting 
the amount of “pass-through” payments RDAs 
provided other local agencies in the hope that these 
other local agencies might provide more active 
oversight. (Two nearby boxes provide information 
on a major reform measure enacted in 1993 and 
pass-through payments [see next page].)

Because most of these new statutory 
restrictions applied only to new redevelopment 
project areas and existing projects could last for 

Redevelopment Reform: AB 1290

Sponsored by the statewide redevelopment association, Chapter 942, Statutes of 1993 (AB 1290, 
Isenberg), sought to address long-standing concerns about the misuse of redevelopment and to 
refocus the program on eradicating urban blight.

This measure:

•	 Defined a “blighted” area as one that is predominately urbanized and where certain 
problems are so substantial that they constitute a serious physical and economic burden 
to a community that cannot be reversed by private or government actions, absent 
redevelopment.

•	 Replaced the process whereby local agencies and redevelopment agencies (RDAs) negotiated 
the amount of pass-through revenues on a case-by-case basis with a statutory formula for 
sharing tax increment revenues.

•	 Limited RDA ability to provide subsidies and assistance to auto dealerships, large volume 
retailers, and other sales tax generators.

One year after AB 1290 took effect, this office reviewed the new project areas adopted pursuant 
to the law. We found no evidence that redevelopment projects established in 1994 were smaller in 
size or more focused on eliminating urban blight than project areas adopted in earlier years. (This 
1994 report, Redevelopment After Reform: A Preliminary Look, is available on our office’s website: 
www.lao.ca.gov.)
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over 50 years, many redevelopment projects were 
not affected substantially by the changes. The RDAs 
also continued to find ways of establishing large 
new project areas despite the increasingly narrow 
statutory definitions of blight and developed land.

By 2009-10, RDAs were receiving over 
$5 billion in property taxes annually—a redirection 
of 12 percent of property tax revenues from general 
purpose local government use for redevelopment 
purposes. The state’s costs to backfill K-14 districts 
for the property taxes redirected to redevelopment 
exceeded $2 billion annually.

Budget acts Shifted funds 
from redevelopment

Beginning in the 1990s, the state began 
taking actions in its annual state budget to require 
RDAs to shift some of their revenues to schools to 

offset the state’s increased costs associated with 
redevelopment. The shifted funds typically were 
deposited into countywide accounts referred to as 
ERAF (Educational Revenue Augmentation Fund) 
or SERAF (Supplemental Educational Revenue 
Augmentation Fund). These state budgetary actions 
occurred nine times between 1992 and 2011.

Concerned about the magnitude and frequency 
of these budget shifts, redevelopment advocates 
(along with groups interested in transportation 
and other elements of local finance) sponsored 
Proposition 22. Among other things, this initiative 
measure (approved by the state’s voters in 
November 2010), limits the Legislature’s authority 
over redevelopment and prohibits the state from 
enacting new laws that require RDAs to shift funds 
to schools or other agencies.

Pass-Through Payments

Many redevelopment agencies (RDAs) made “pass-through payments” to local agencies to partly 
offset these agencies’ property tax losses associated with redevelopment. State laws regulating these 
payments changed over the years.

Pre-1994 Law Allowed Amount of Payments to Be Negotiated. Before 1994, the terms of 
pass-through payments were negotiated between the RDA and a local agency. Most negotiations 
occurred between a city RDA and the county and special districts. (The K-14 districts typically 
were not active in these negotiations—in part because, after 1972, the state backfilled them for any 
property tax losses.) Pass-through agreements sometimes were negotiated as part of a settlement 
of a dispute over the legality of a proposed project area. Occasionally, RDAs agreed to provide 
100 percent pass-through payments to the county and special districts, meaning that these agencies 
received their entire share of the property tax in pass-through payments. In these cases, the only 
property tax revenue that the RDA retained was the K-14 districts’ and city’s share.

Assembly Bill 1290 Replaced Negotiated Agreements With a Schedule of Payments. Seeking to 
encourage greater local oversight of RDA activities while still requiring RDAs to mitigate their fiscal 
effects on other local agencies, Chapter 942, Statutes of 1993 (AB 1290, Isenberg) eliminated RDA 
authority to negotiate pass-through payments and established a statutory formula for pass-through 
payment amounts. In contrast to the earlier negotiated agreements, post-1993 pass-through 
payments are distributed to all local agencies and the amount each agency receives is based on its 
proportionate share of the 1 percent property tax rate in the project area.
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rEdEvElopmEnt in 2011
pass-through payments and shifted some special 
district property taxes to counties), the measures 
to implement it required approval by a two-thirds 
vote of the Legislature pursuant to the provisions of 
Proposition 1A (2004).

In March, SB 77 failed by one vote in the 
Assembly to secure the two-thirds vote it required 
to pass. Assembly Bill 101 was not taken up on the 
floor of the Senate. After March, legislative debate 
regarding redevelopment focused on proposals 
that (1) allowed RDAs to continue, albeit with 
modifications and with ongoing funding provided 
to schools, and (2) followed the existing statutory 
formulas related to property tax allocations, 
thereby avoiding Proposition 1A’s two-thirds vote 
requirement.

Measures Enacted to  
Reform or End Redevelopment

In June 2011, the Legislature approved and the 
Governor signed two pieces of legislation:

•	 Chapter 5, Statutes of 2011 (ABX1 26, 
Blumenfield), imposed an immediate 
freeze on RDA authority to engage in most 
of their previous functions, including 
incurring new debt, making loans or 
grants, entering into new contracts or 
amending existing contracts, acquiring 
or disposing of assets, or altering redevel-
opment plans. The bill also dissolved 
RDAs, effective October 1, 2011 and created 
a process for winding down redevelopment 
financial affairs and distributing any net 
funds from assets or property taxes to 
other local taxing agencies.

•	 Chapter 6, Statutes of 2011 (ABX1 27, 
Blumenfield) allowed RDAs to opt into 
a voluntary alternative program to avoid 

Governor’s Budget proposed 
Ending redevelopment

Citing a need to preserve public resources that 
support core government programs, the Governor’s 
2011-12 budget proposed dissolving RDAs. Under 
the Governor’s plan, property taxes that otherwise 
would have been allocated to RDAs in 2011-12 
would be used to (1) pay existing redevelopment 
debts (such as bonds an agency sold to finance 
a retail or housing development), (2) make 
pass-through payments to other local governments, 
and (3) offset $1.7 billion of state General Funds 
costs. Any remaining redevelopment funds would 
be allocated to the other local agencies that serve 
the former project area, with the allocations based 
largely on each agency’s share of property tax 
revenues in the project area.

In subsequent years under the Governor’s plan, 
all remaining redevelopment funds (after payment 
of redevelopment debts and pass-throughs) would 
be allocated to local agencies based on their 
property tax shares, except that some funds were 
redirected from special districts to counties. The 
Governor’s plan further specified that, beginning in 
2012-13, the additional K-14 property tax revenues 
would be provided to schools to supplement any 
funds they would have received under the state’s 
Proposition 98 guarantee.

Legislature Rejected Governor’s Proposal

The administration’s 2011 proposal—SB 77 
(Committee on Budget and Fiscal Review) and 
AB 101 (J. Pérez)—launched a major debate 
within the Legislature regarding the role of 
redevelopment and the importance and costs of 
the program. Because the Governor’s proposal 
distributed redevelopment property tax revenues 
in a manner that differed somewhat from existing 
property tax allocation laws (that is, it paid 
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the dissolution included in ABX1 26. The 
program included annual payments to K-12 
districts ($1.7 billion in 2011-12 and about 
$400 million in future years) to offset the 
fiscal effect of redevelopment.

Recognizing the considerable legal 
uncertainties pertaining to both measures, the 
Legislature specified its policy preferences in 
the legislation. Specifically, if any major element 
of ABX1 27 (such as the required payments to 
schools) was determined to be unconstitutional, 
ABX1 27 specified that all of its provisions would 
be null and void. In addition, ABX1 26 specified 
that if ABX1 27 were rendered inoperative, this 
would have no effect on the provisions of ABX1 26. 
Thus, if the redevelopment reform measure were 
overturned, all RDAs would be subject to the 
dissolution provisions in ABX1 26.

One-Time State Fiscal Relief; 
Long-Term Funding for Schools

The budget assumed that the increased school 
funding from these two bills would raise $1.7 billion 
in 2011-12 (with most of the funds related to 
payments made by RDAs opting into the ABX1 27 
program and a smaller amount resulting from 
increased school property taxes resulting from 
ABX1 26). Legislation adopted in March 2011 related 
to education directed the Department of Finance 
(DOF) to adjust the Proposition 98 calculations so 
that these increased funds would offset 2011-12 state 
General Fund spending obligations for schools. In 
2012-13 and future years, ABX1 26 and ABX1 27 
were estimated to generate a lower sum for K-12 
school districts, potentially about $400 million 
initially. The March 2011 education bill directed 
DOF not to adjust the Proposition 98 calculations to 
reflect these increased funds in 2012-13 and later. As 
a result, going forward, any funds that K-12 districts 
received from ABX1 26 and ABX1 27 would be in 
addition to amounts required under Proposition 98.

rdas Expedited activities

During the legislative debate over 
redevelopment, many RDAs took actions to transfer 
or encumber assets and future tax increment 
revenues in case the Governor’s proposal, or 
something similar, was enacted.

Rush to Issue Debt. Tax allocation bonds, 
which pledge future tax increment revenues to 
make principal and interest payments, are RDAs’ 
primary borrowing mechanism. In the first six 
months of 2011, RDAs issued about $1.5 billion in 
tax allocation bonds, a level of debt issuance greater 
than during all 12 months of 2010 ($1.3 billion). 
The increase in bond issuance from 2010 to 2011 
was even more notable because it occurred despite 
RDAs being required to pay higher borrowing 
costs. Specifically, about two-thirds of the bond 
issuances in 2011 had interest rates greater than 
7 percent—compared with less than one-quarter of 
bond issuances in 2010. In fact, RDAs issued more 
tax allocation bonds with interest rates exceeding 
8 percent during the first six months of 2011 than 
they had in the previous ten years.

Rush to Transfer Assets. Many RDAs also 
took actions to transfer redevelopment assets—
land, buildings, parking facilities—to other local 
agencies, typically the city or county that created 
the RDA. One common approach was for the 
RDA and city council to hold a joint hearing in 
which the RDA transferred (and the city accepted) 
ownership of all RDA property and interests. After 
one city council called a special meeting in March 
to approve such a transfer, the mayor was reported 
in newspapers as saying, “We have no funds now 
in our redevelopment coffers that can be taken.” 
In addition to transferring existing assets, many 
RDAs entered into “cooperation agreements” 
with their city, county, or another local agency. 
Under these agreements, the city, county, or other 
local agency would carry out existing and future 
redevelopment projects. Local agency staff and 
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officials assumed that—if the Governor’s proposal 
were enacted—the cooperation agreements would 
be an enforceable contract, requiring the allocation 
of future tax increment revenues as payment for 
performing the agreement. For example, the RDA 
of the City of San Bernardino entered into a project 
funding agreement that pledged $525 million in 
future tax increment revenue to a local non-profit 
corporation. The corporation—controlled by local 
elected officials including the mayor and two city 
council members—was given the responsibility of 
carrying out a list of projects from the RDA’s capital 
improvement plan. Local cooperation agreements 
typically were not arm’s length transactions, but 
rather, were between closely related governmental 
bodies with no third party involved.

Court Found Redevelopment Reform 
Measure Unconstitutional

Within three weeks of the Governor signing 
the redevelopment legislation, the California 
Redevelopment Association (CRA) and the 
League of California Cities filed petitions with the 
California Supreme Court challenging ABX1 26 
and ABX1 27 on constitutional grounds. The 
CRA/League’s argument focused on sections of 

the Constitution (1) establishing a special fund for 
tax increment revenues (Article XVI, Section 16, 
added by Proposition 18 of 1952) and (2) restricting 
the Legislature’s authority to shift funds from 
RDAs (Article XIII, Section 25.5, added by 
Proposition 22).

On December 29, 2011, the court upheld 
ABX1 26, saying that the Legislature had authority 
to dissolve entities that it created and that neither 
Article XVI, Section 16 (the tax increment 
financing provision), nor Article XIII, Section 25.5 
(Proposition 22) limited the Legislature’s power to 
dissolve RDAs.

In reviewing ABX1 27, in contrast, the court 
found the measure unconstitutional because it 
required RDAs to make payments to schools as a 
condition of these agencies’ continuation. The court 
found this violated Proposition 22’s prohibition 
against the state “directly or indirectly” requiring 
an RDA to transfer funds to schools or to any 
other agency. Finally, in order to address the delays 
associated with litigation and an earlier court stay, 
the court extended a variety of dates and deadlines 
in ABX1 26 by four months, including the date 
RDAs were required to shut down.

tHE unWindinG procESS
The Supreme Court’s ruling meant all RDAs 

were subject to ABX1 26 and set in motion the 
process laid out in ABX1 26 for shutting down and 
disbursing their assets. The process focuses on two 
goals: (1) ensuring existing financial obligations 
are honored and paid and (2) minimizing any 
additional RDA obligations so that more funds 
are available to transfer for other governmental 
purposes.

The dissolution process contains four key 
elements:

•	 Local Management and Oversight. In 
most cases, the city or county that created 
the agency is managing its dissolution as 
its successor agency. An oversight board, 
with representatives from the affected 
local taxing agencies—K-14 districts, the 
county, the city, and special districts—
supervises the successor agency’s work. 
(We describe the work of the successor 
agency and oversight board further below.) 
All financial transactions associated with 
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redevelopment dissolution are handled 
by the successor agency and the county 
auditor-controller.

•	 List of Future Redevelopment 
Expenditures. Various local parties are 
tasked with developing and reviewing lists 
of redevelopment “enforceable obligations.” 
This term includes payments for redevel-
opment bonds and loans with required 
repayment terms, but typically excludes 
payments for projects not currently under 
contract. Only those financial obligations 
included on these lists may be paid with 
revenues of the former RDA. The first list 
of redevelopment obligations is called the 
Enforceable Obligation Payment Schedule 
(EOPS); later versions of this list are called 
the Recognized Obligation Payment 
Schedule (ROPS). Each ROPS is forward 
looking for six months. Most local agency 
cooperation agreements may be included 
on the EOPS, but not the ROPS.

•	 Local Distribution of Funds. Funds that 
formerly would have been distributed to 
the RDA as tax increment are deposited 
into a redevelopment trust fund and used 
to pay obligations listed on the EOPS/
ROPS. Any remaining funds in the trust 
fund—plus any unencumbered redevel-
opment cash and funds from asset sales—
are distributed to the local agencies in the 
project area.

•	 State Review. Actions of local oversight 
boards are subject to review by DOF. 
Actions by the county auditor-controller 
are subject to review by the State 
Controller’s Office (SCO). The SCO also 
reviews redevelopment asset transfers 
completed during the first half of 2011 

to determine whether any of them were 
improper and should be reversed.

Below, we provide more information about the 
responsibilities of the state and local entities that 
play a role in winding down redevelopment.

final actions of the rda and its city or county

Before its dissolution, a key responsibility of 
an RDA was preparing an EOPS delineating the 
payments it must make through December 31, 2011. 
Assembly Bill X1 26 required the agency to post 
the EOPS to its website and to transmit copies to 
DOF, SCO, and its county auditor-controller by late 
August 2011. Under ABX1 26, payments or actions 
of an RDA pursuant to its EOPS do not take effect 
for three business days. During this time, DOF is 
authorized to request a review of the RDA action 
and DOF has ten days to approve the action or 
return it to the RDA for reconsideration.

In part due to confusion regarding a partial 
stay of ABX1 26 while the State Supreme Court 
reviewed this legislation, this initial oversight 
function was not implemented fully. The DOF 
advises us that many EOPS were delayed and 
that about two dozen of the state’s approximately 
400 agencies still have not provided an EOPS. Very 
few of these payment schedules were reviewed in 
detail by DOF and, in those cases in which it raised 
concerns, the department is uncertain whether 
local agencies corrected their EOPS.

Successor agency

Unless it voted not to, each city or county that 
created an RDA became its successor agency on 
February 1, 2012. The successor agency manages 
redevelopment projects currently underway, makes 
payments identified on the EOPS (and later, the 
ROPS), and disposes of redevelopment assets and 
properties as directed by the oversight board. A 
separate agency (discussed later in the report) 
manages the RDA’s housing assets. The work of 
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the successor agency is funded from the former 
tax increment revenues. (A nearby box discusses 
the limitations on the agency’s administrative 
spending.) The agency’s liability for any legal claims 
is limited to the funds and assets it receives to 
perform its functions.

Decision Whether to Serve as Successor 
Agency. Based on information available at this 
time, it appears that all cities and counties 
with RDAs became successor agencies with the 
exception of the Cities of Bishop, Los Angeles, Los 
Banos, Merced, Pismo Beach, Riverbank, and Santa 
Paula. In hearings to discuss this matter, local 
elected representatives and staff typically indicated 
that they thought that serving as a successor 
agency would put their community in a better 
position to advocate for continuing their projects 
and maintaining redevelopment properties. 
Cities electing not to serve as successor agencies, 
however, voiced offsetting concerns related to 
(1) the limitation on funds to pay successor agency 
administration expenses and (2) potential liabilities 
associated with terminated projects.

When a City or County Elects Not to Serve 
as a Successor Agency. Figure 2 (see next page) 
summarizes how a successor agency is designated 
in cases when a local agency that created an RDA 
declines the role. In the case of the City of Los 
Angeles and the cities in Merced, Ventura, and 
Stanislaus Counties, no other local agency in the 

county agreed to serve as their successor agency 
and the Governor appointed county residents to 
serve on three-member governing boards of the 
“designated local authorities.” Each authority will 
serve as the successor agency until a local agency 
elects to serve in this capacity.

Develops Key Document: ROPS. The 
successor agency is responsible for drafting a 
ROPS delineating the enforceable obligations 
payable through June 30, 2012 and their source 
of payment, and then additional ROPS every six 
months thereafter. There are two major differences 
between the ROPS and the earlier EOPS. First, 
ROPS are subject to the approval of an oversight 
board (see next page) and certification by the county 
auditor-controller. Second, most debts owed to a 
city or county that created the RDA are no longer 
considered to be enforceable obligations and thus 
may not be listed on the ROPS. This includes most of 
the cooperation agreements established in 2011 and 
many other types of financial obligations between 
an RDA and the government that created it.

Frequently, RDA-city or RDA-county financial 
agreements were established for the purpose of 
reducing the sponsoring government’s costs or 
increasing its revenues. For example, many RDAs 
paid a significant share of their sponsoring local 
government’s administrative costs (such as part of 
the salaries for the city council and city manager). 
Doing so freed up city or county funds so that they 

Successor agency administration costs

Subject to the approval of the oversight board, Chapter 5, Statutes of 2011 (ABX1 26, 
Blumenfield) specifies that successor agencies may spend $250,000 or up to 5 percent of the former 
tax increment revenues for administrative expenses in 2011-12 and $250,000 or up to 3 percent 
in future years. The county auditor-controller may reduce these amounts, however, if there are 
insufficient funds to pay enforceable obligations and the administrative costs of the county auditor-
controller and State Controller. Funds for successor agency administration may be supplemented 
with money from other revenue sources, such as funds reserved for project administration.
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could be used for other purposes. Some RDAs also 
lent money to their city or county without charging 
interest on the loans, allowing the city or county 
to invest the funds and keep the earnings. Other 
sponsoring governments charged their RDAs above 
market interest rates for loans, thereby allowing 
the city or county to benefit from unusually high 
interest earnings. Under ABX1 26, many of these 
obligations would not be eligible to be placed on the 
ROPS.

oversight Board

Each successor agency has an oversight board 
that supervises it. The oversight board is comprised 
of representatives of the local agencies that serve the 
redevelopment project area: the city, county, special 
districts, and K-14 educational agencies. Oversight 
board members have a fiduciary responsibility to 
holders of enforceable obligations, as well as to the 
local agencies that would benefit from property tax 
distributions from the former redevelopment project 

area. As discussed 
in a nearby box, the 
seven-member board is 
designed so that no local 
agency has dominant 
control.

Oversight Board 
Will Make Major 
Decisions. Assembly 
Bill X1 26 gives the 
oversight board 
considerable authority 
over the former RDA’s 
financial affairs. In 
addition to approving 
the successor agency’s 
administrative budget, 
the oversight board 
adopts the ROPS—the 
central document that 
identifies the financial 

obligations of the former RDA that the successor 
agency may pay over the next six months.

The oversight board may determine that a 
contract between the dissolved RDA and others 
should be terminated or renegotiated to increase 
property tax revenues to the affected local agencies. 
For example, the oversight board may cancel 
subsequent stages of a project if it finds that early 
termination would be in the best interest of the 
local agencies. Similarly, it may (1) direct the 
successor agency to dispose of assets and properties 
of the former RDA or transfer them to a local 
government and (2) terminate existing agreements 
that do not qualify as enforceable obligations.

Actions of an oversight board do not go into 
effect for three business days. During this time, 
DOF may request a review of the oversight board’s 
action. The DOF, in turn, has ten days to approve 
the oversight board’s action or return it to the 
oversight board for reconsideration.

Successor Agency Formation

Figure 2

Option 1: City (or Local Agency Creating Redevelopment Agency)
Deadline was January 13, 2012. Most local governments chose this option.

If local agency elects to not serve as successor agency.

If no local agency agrees to serve as successor agency.

Option 2: Other Local Agency
Any city, county, or special district in the county. No deadline.

Option 3: Designated Local Authority
Authority governed by three local residents appointed by Governor. 
Operates until a local agency elects to become a successor agency. 
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Successor Housing agency

Under ABX1 26, the former RDA’s housing 
functions and most of its housing assets are 
transferred to a successor housing agency. Housing 
assets that transfer to the successor housing agency 
include property, rental payments, bond proceeds, 
lines of credit, certain loan repayments, and other 
small revenue sources. The unencumbered balance 

in the former RDA’s Low and Moderate Income 
Housing Fund, however, does not transfer to the 
successor housing agency. Assembly Bill X1 26 
directs the county auditor-controller to distribute 
the unencumbered balance in the housing fund as 
property tax proceeds to the affected local taxing 
entities. (The box on the next page provides more 
information on the Low and Moderate Income 
Housing Fund.)

Local Agencies Select Oversight Board Members

Most oversight boards are made up of the following:

•	 Two members appointed by the county board of supervisors, including one member repre-
senting the public.

•	 Two members appointed by the mayor, including one member representing the recognized 
employee organization with the largest number of former redevelopment agency (RDA) 
employees.

•	 One member appointed by the largest special district, by property tax share, within the 
boundaries of the dissolved RDA.

•	 One member appointed by the county superintendent of education or county board of 
education.

•	 One member appointed by the Chancellor of the California Community Colleges.

The Governor may appoint a representative for any position that has not been filled as of May 15, 
2012. The oversight board may begin working as soon as it has a four-member quorum.

Board Member Compensation. Oversight board members do not receive compensation or 
reimbursement for expenses. No oversight board member may serve on more than five oversight 
boards simultaneously.

Open Government Requirement. The oversight board is a local entity for purposes of the 
Ralph M. Brown Act, the California Public Records Act, and the Political Reform Act of 1974. 
Members are responsible for giving the public access to its hearings and deliberations, disclosing any 
private economic interests, and disqualifying themselves from participating in decisions in which 
they have a financial interest.

Future Consolidation of Oversight Boards. All oversight boards within a county are consoli-
dated by July 1, 2016. The membership on the consolidated oversight board is similar to the 
membership of the initial oversight board, except that the city and special district members are 
appointed by countywide selection committees.
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As shown in Figure 3, the sponsoring city or 
county may elect to become the successor housing 
entity. If the sponsoring community declines 

this role, then the former redevelopment agency’s 
housing functions and assets are transferred to the 
local housing authority, or to the state Department 

the low and moderate income Housing fund

Prior to their dissolution, state law required redevelopment agencies (RDAs) to deposit 20 percent 
of their annual tax increment revenues into the Low and Moderate Income Housing Fund to provide 
affordable housing. These housing funds were intended to maintain and increase affordable housing by 
acquiring property, rehabilitating or constructing buildings, providing subsidies for low- and moderate-
income households, or preserving public subsidized housing units at risk of conversion to market rates.

For a variety of reasons, some RDAs retained large balances in their housing fund. As shown 
in the figure, RDAs’ annual reports to the Department of Housing and Community Development 
(HCD) show that the unencumbered balances have grown over time to $2.2 billion in 2009-10. 
We would note, however, that there is some uncertainty about this figure. Redevelopment agencies 
provide a separate annual report to the State Controller’s Office (SCO) that showed an unencum-
bered balance in the housing fund of about $1.3 billion. This difference occurs because HCD and 
SCO have separate criteria for distinguishing between encumbered and unencumbered funds. 
Also, the reports reflect balances for the 2009-10 fiscal year, balances that likely have changed. 
Some agencies may have accumulated additional balances, while others made large expenditures or 
transfers for affordable housing purposes or to shield assets from the proposed dissolution process.

Under Chapter 5, Statutes of 2011 (ABX1 26, Blumenfield), the unencumbered balance is 
distributed as local property tax revenue. (The Legislature recently considered legislation that would 
require unencumbered balances in the housing fund to remain with the successor housing agency 
for affordable housing 
activities.) Based on the 
HCD and SCO reports, the 
unencumbered balance 
available for distribution 
likely is between $1 billion 
and $2 billon, but the 
actual balance will depend 
upon the spending of 
former RDAs since 
2009-10 as well as how 
successor agencies and 
oversight boards distin-
guish between encum-
bered and unencumbered 
balances.

Low and Moderate Income Housing Fund

Data Source: California Department of Housing and Community Development.

00-01

500

1,000

1,500

2,000

2,500

$3,000

Encumbrances

Unencumbered Balance

01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10

(In Millions)

213



2012-13 B u d g e T

 www.lao.ca.gov			Legislative	Analyst’s	Office 17

of Housing and Community Development if no 
local housing authority exists. Although ABX1 26 
does not specify when sponsoring communities 
must elect to serve as the successor housing agency, 
it appears that most cities and counties elected to 
serve as the successor housing agency at the same 
time they considered becoming the successor 
agency. Unlike the successor agency, the successor 
housing agency’s actions related to transferred 
redevelopment assets are not subject to the review 
of the oversight board or DOF.

County Auditor-Controller

The county auditor-controller administers 
each former RDA’s Redevelopment Property 
Tax Trust Fund (“trust fund”). Revenues equal 
to the amounts that would have been allocated 
as tax increment are placed into the trust fund 
for servicing the former RDA’s debt obligations, 
making pass-through payments, and paying certain 
administrative costs. The auditor then distributes 
any trust funds not needed for these purposes—as 
well as any remaining redevelopment cash balances 
and the proceeds of asset sales—to the local 
governments in the area as property taxes.

The auditor also is responsible for certifying the 
successor agency’s draft ROPS and auditing each 
dissolved RDA’s assets and liabilities. Assembly 
Bill X1 26 authorizes county auditor-controllers to 
recoup their administrative costs associated with 
these requirements from the trust fund.

State controller

Assembly Bill X1 26 assigns the SCO 
responsibility for recouping redevelopment assets 
inappropriately transferred during the first half 
of 2011. Specifically, SCO is directed to determine 
whether the RDA transferred an asset to the city 
or county that created it (or to another public 

agency). If the asset has not been contractually 
committed to a third party, “the Controller shall 
order the available asset to be returned” to the 
successor agency. Under this authority, for example, 
the Controller could order the return of land or 
buildings transferred from RDA ownership to 
city ownership during the first half of 2011. For 
example, many RDAs during 2011 transferred all of 
their buildings and land to the city. The SCO could 
order the city to return these assets.

The SCO also plays an oversight role with 
regard to activities of the county auditor-controller 
that is similar to the role DOF plays in regard 
to the oversight board. Specifically, actions of a 
county auditor-controller do not take effect for 
three business days. During this time, the SCO may 
request a review of the county auditor-controller’s 
action. The SCO has ten days to approve the county 
auditor-controller’s action or return it to the 
auditor-controller for reconsideration.

Assembly Bill X1 26 specifies that SCO may 
recoup its costs related to these activities from tax 
increment revenues that previously would have 
been allocated to the RDA.

Figure 3

Options for Creating a 
Successor Housing Agency

Option 1: 
City or county retains housing functions 
and assets.

Option 2: 
If city or county elects not to retain housing 
functions and assets, duties go to a local 
housing authority.

Option 3: 
If there is no local housing authority, housing 
functions and assets go to the Department of 
Housing and Community Development.
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rEdiStriButinG rEdEvElopmEnt fundS
$1 million in pass-through payments. The ROPS—
prepared by the successor agency and approved 
by the oversight board—indicates that the former 
RDA had $20 million in bonded indebtedness and 
other enforceable obligations, $700,000 of which is 
due and payable from tax increment.

The successor agency’s administrative costs 
total $250,000 and its cost for reimbursing the 
county auditor-controller and SCO for their work 
related to ABX1 26 totals $50,000. The successor 
agency reports that the dissolved RDA had assets 
of $200,000 in unencumbered cash (available for 
distribution immediately) and some land holdings 
(that will be sold over time).

In the example, the county auditor-controller 
would have a net of $3 million of residual trust 
funds and $200,000 in cash to distribute to the 
local agencies serving the redevelopment project 
area. This process for calculating the trust fund 
amount would continue every six months as long 
as the former RDA has enforceable obligations. 
After all of the enforceable obligations are paid, 
the project area will be closed and the property 
taxes formerly considered tax increment will be 
distributed to local agencies. These agencies also 

will receive funds from 
the liquidation of assets of 
the former RDA.

What if Trust Fund 
Costs Are Greater Than 
Revenues? In the example, 
there is $3 million 
to distribute because 
revenues deposited into 
the trust fund are greater 
than its expenses. What 
would happen if expenses 
exceeded revenues? In 
general, this should not 

Over time, the dissolution of RDAs will 
increase the amount of general purpose property 
tax revenues that schools, community colleges, 
cities, counties, and special districts receive by 
more than $5 billion annually. In the near term, 
however, there is uncertainty regarding the amount 
of property tax revenues that will be available, 
which local governments will receive the revenues, 
and the extent to which these increased funds will 
offset state General Fund education expenses.

This section begins with an example showing—
for one fictional RDA—how the county auditor-
controller would (1) determine the amount of 
redevelopment trust funds to distribute to affected 
taxing agencies and (2) how much additional 
property taxes each agency would receive. The 
section then examines these questions from a 
statewide perspective.

Example: determining the  
amount of funds to Be distributed

As shown in Figure 4, the county auditor-
controller determined that the former RDA would 
have received $5 million in tax increment. The RDA 
had an agreement to pay other local governments 

Figure 4

Example: Funds to Distribute
(In Thousands)

Trust Fund

Property taxes formerly called tax increment $5,000
Pass-through payments -1,000
Enforceable obligations payable that year -700
Successor agency administration -250
County auditor-controller and State Controller administration -50

 Trust Funds to Distribute $3,000

Cash and Assets

Unencumbered agency cash $200

 Total Funds to Distribute $3,200
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be the case because ABX1 26 eliminates a major 
redevelopment expense—the requirement to set 
aside 20 percent of tax increment revenues for 
affordable housing. In addition, the maximum 
allowable expenditure for successor agency 
administration is lower than the amount most 
RDAs spent from tax increment on administration 
in previous years.

Given these two cost reductions, most trust 
funds likely will have ample resources to pay 
their enforceable obligations and administrative 
costs for the county auditor-controller and SCO. 
Should the trust fund’s resources be insufficient, 
however, ABX1 26 directs the county auditor-
controller to reduce the successor agency’s 
funding for administration and, if necessary, 
reduce funding for some pass-through payments. 
(Some pass-through payments—those that must 
be paid before debt obligations—would not be 
reduced.) Assembly Bill X1 26 also specifies that the 
county treasurer may loan funds from the county 
treasury to ensure prompt payment of enforceable 
obligations.

Example: allocating  
redevelopment residual funds

In our example, $3.2 million is available for 
distribution to the other local agencies. Assembly 
Bill X1 26 directs the county auditor-controller 
to allocate the $200,000 to local agencies 
proportionately based on each agency’s tax shares 
in the project area. In our fictional example, 
K-14 districts receive 50 percent of the property 
tax, counties receive 25 percent, cities receive 
15 percent, and special districts receive 10 percent. 
Figure 5 displays how the $200,000 in cash would 
be distributed among local agencies.

Assembly Bill X1 26 is less clear, however, 
about the distribution of the $3 million of residual 
trust funds. The administration and some counties 
interpret the measure’s provisions as requiring 

these funds to be distributed the same way that 
cash and funds from redevelopment asset sales are 
distributed: by tax shares.

In our view, however, the stronger 
interpretation is that these funds are distributed 
in a way that takes into account the payments each 
local agency received from pass-through payments 
(which, in our example, total $1 million). That is, 
the $3 million is distributed in a way that ensures 
that no agency receives more from the trust fund 
and pass-through payments combined than it 
would have if funds from both sources ($4 million) 
were distributed based on tax shares.

Our understanding is that this unusual section 
of the legislation was drafted in an effort to avoid 
reallocating property taxes and thus requiring 
approval by two-thirds of the Legislature under 
Proposition 1A. While technical in nature, 
this matter has significant implications for the 
distribution of revenues—particularly for schools 
and cities (which receive fairly low pass-through 
payments) and counties and special districts 
(which receive comparatively high pass-through 
payments).

Figure 6 (see next page) illustrates the fiscal 
effect of “netting out” pass-through payments. 
In our example, the county and special districts 
received pass-through payments of $750,000 
and $250,000, respectively. If these payments are 
excluded from the calculation of distribution from 

Figure 5

Example: Distribution of Funds From 
Cash and Assets
(In Thousands)

Tax Share Cash and Assets

K-14 districts 50% $100
County 25 50
City 15 30
Special districts 10 20

 Totals 100% $200

216



2012-13 B u d g e T

20	 Legislative	Analyst’s	Office			www.lao.ca.gov

the trust fund, counties and special districts receive 
$750,000 and $300,000, respectively, from the trust 
fund. Conversely, if these payments are included 
in the distribution of the $3 million of trust funds, 
the county and special district’s distribution falls 
to $250,000 and $150,000, respectively, and the 
school’s and city’s distribution increases. In certain 
cases, it is possible that the county or special 
district might receive lower total funds under 
ABX1 26 than it did previously. This would be the 
case in our fictional RDA, for example, if there 
were only $1 million of trust funds to distribute. 
In that case, the county would get 25 percent (its 
property tax share) of $2 million ($1 million of 
trust fund revenues and $1 million of pass-through 
revenues), or $500,000. Using the same approach, 
the special district would receive 10 percent of 
$2 million, or $200,000. In effect, some of the funds 
that otherwise would have been distributed as 
pass-through payments to the county and special 
districts are instead distributed to other local 
agencies. Over time, however, as the enforceable 
obligations are paid off, trust fund distributions 
will increase for all local governments.

A nearby box provides additional information 
about this provision of ABX1 26.

Statewide Redevelopment Funds 
Available for Redistribution

Statewide, the amount of residual trust funds 
available to distribute to local governments will 
depend on the outcome of calculations—similar 
to Figure 4—undertaken for each former RDA in 
the state. These calculations will reflect the unique 
financial obligations, revenues, and assets of each 
RDA.

As shown in Figure 7, the administration 
estimates that $1.8 billion of trust funds will be 
distributed to local governments annually in 2011-12 
and 2012-13. While this estimate is subject to 
considerable uncertainty, it may be high because the 
administration understates some significant costs.

•	 Understates Costs to Pay Enforceable 
Obligations. The administration’s estimate 
assumes enforceable obligations will be 
paid over 20 years at a 4.6 percent interest 
rate. Our review of enforceable obliga-
tions indicates that some are short-term 
contracts and loans and others are bonds 
issued years ago. Amortizing all these 
obligations over 20 years understates their 
costs in the near term. We also note that 
the average interest rate on redevelopment 

bonds is higher than 
4.6 percent. If we adjust 
the estimate to assume 
that these debts are 
paid over 15 years at a 
5.6 percent interest rate 
(the average rate for bonds 
issued between 2006 
and 2010), annual debt 
costs would increase by 
$600 million and local 
governments’ distribu-
tions would fall by the 
same amount.

Figure 6

Example: Alternative Calculations for Distributing 
Redevelopment Trust Fund
(In Thousands)

Treatment of Pass-Through Payments

Excluded Included

Pass-
Through

Trust 
Fund Totals

Pass-
Through

Trust 
Fund Totals

K-14 districts — $1,500 $1,500 — $2,000 $2,000
County $750 750 1,500 $750 250 1,000
City — 450 450 — 600 600
Special districts 250 300 550 250 150 400

 Totals $1,000 $3,000 $4,000 $1,000 $3,000 $4,000
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•	 Assumes a 
Full Year of 
Implementation 
in Current Year. 
The administra-
tion’s estimate of 
2011-12 savings 
assumes that 
RDAs reduced 
their spending 
in the first half 
of the fiscal year. 
While ABX1 26 
prohibited RDAs 
from paying 
during this time any obligation not listed 
on their EOPS, the EOPS that we reviewed 
appeared to authorize spending that 

was the same—or higher—than RDA 
spending in previous years. In addition, 
county auditor-controllers transferred 
half of total annual tax increment to 
RDAs in December or early January and 

the pass-through netting out provision

What Is the Purpose? Chapter 5, Statutes of 2011 (ABX1 26, Blumenfield), allocates the property 
tax revenues of former redevelopment agencies (RDAs) to K-14 districts, cities, counties, and special 
districts. Proposition 1A (2004) requires a two-thirds vote of the Legislature whenever it passes a law 
that alters the share of property tax revenues that cities, counties, and special districts receive.

Our understanding is that ABX1 26, a measure approved by a majority vote of the Legislature, 
took the approach of allocating all former tax increment funds (except funds pledged to enforceable 
obligations or required for administration) in a manner that was consistent with the state’s existing 
property tax allocation laws. Under this approach, therefore, agencies that received a higher share of 
pass-through agreement funds would receive lower allocations from the trust fund.

Why Does Netting Out Affect Some Local Agencies More Than Others? Nearly two-thirds of 
all pass-through payments stem from pre-1994 negotiations between RDAs and local agencies. For 
various reasons, counties and special districts were particularly active in this negotiation process. As 
a result, counties and special districts receive about two-thirds of all pass-through payments. This 
share of pass-through payments is almost double the share that counties and special districts would 
receive if pass-through payments were distributed based on tax shares.

Because counties and special districts get a disproportionately large share of pass-through 
payments, they would get less money from trust fund distributions if these pass-through payments 
were included in the trust fund calculations. The K-14 districts and cities, in contrast, would get a 
higher share of redevelopment trust fund distributions.

Figure 7

Governor’s Estimate of Funds Available for Distribution
(In Billions)

Trust Fund 2011-12 2012-13

Property taxes formerly called tax increment $5.4 $5.4
Pass-through payments -1.2 -1.2
Enforceable obligations payable during year -2.4 -2.4
Successor agency administration — —
County auditor-controller and State Controller administration — —

 Trust Funds to Distribute $1.8 $1.8

Cash and Assets

Unencumbered agency cash — —

 Total Funds to Distribute $1.8 $1.8
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did not reserve funds for deposit to the 
redevelopment trust fund. Due to these 
factors, the full fiscal effect of ABX1 26 
may not begin until 2012-13. If we adjust 
the administration’s estimate to reflect 
the half-year implementation of ABX1 26 
in the current year, local governments’ 
distributions would fall by at least several 
hundred millions of dollars.

•	 Overlooks Administrative Costs. Three 
parties may fund their dissolution-related 
administrative costs from property 
tax revenues that previously were tax 
increment: the successor agency, the county 
auditor-controller, and the SCO. While not 
known, these costs could be in the range 
of $200 million to $300 million in 2011-12 
and 2012-13 and would reduce the funding 
distributions to local governments.

•	 Assumes Cooperation Agreements Are 
Not Paid. The administration’s debt 
cost estimate implicitly assumes that the 
adopted ROPS will not include cooperation 
agreements and other non-arm’s length 
transactions between an RDA and its city 
or county government. Many successor 
agencies, however, are listing these 
agreements on their draft ROPS and the 
statewide redevelopment association is 
encouraging them to do so to safeguard 
their right to “challenge the invalidation 
of these agreements.” Under ABX1 26, 
the oversight boards can remove these 
costs from a ROPS before adopting it. In 
addition, DOF has authority over oversight 
board actions. We note, however, that (1) 
the court-revised schedule provides little 
time for the oversight board or DOF to 
complete the analyses needed to determine 
whether debts are appropriate for the ROPS 

and (2) DOF has limited staff working on 
dissolution matters and oversight boards 
have no independent staff. Given these 
factors, it is possible that some adopted 
ROPS will show higher costs than the 
administration estimates, reducing the 
amount of trust fund revenues that will be 
distributed to local governments in 2011-12 
by potentially hundreds of millions of 
dollars. (This problem could be corrected 
going forward by removing inappropriate 
debts from the next adopted ROPS.)

Other elements of the administration’s 
estimate, however, could result in gains that 
could more than offset the costs identified above. 
Specifically:

•	 The administration’s estimate does not 
account for distributions of unencumbered 
cash transferred from the successor agency. 
This is notable because many RDAs were 
planning to participate in the revised 
redevelopment program authorized by 
ABX1 27 and reserved significant funds to 
make the required payments ($1.7 billion) 
to schools.

•	 The administration’s estimate also does 
not account for distributions of other 
redevelopment assets, including the assets 
that were transferred during the first half 
of 2011 that the SCO may order returned 
to the successor agency and the up to 
$2 billion of unencumbered funds in the 
affordable housing account. (As mentioned 
earlier, however, legislation to eliminate the 
distribution of housing funds is pending in 
the Legislature.)

•	 Finally, the administration’s estimate does 
not adjust the distribution of trust funds 
to account for netting out pass-through 
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payments. While this factor does not affect 
the administration’s estimate of total funds 
to be distributed, it would provide more 
funds for K-14 districts and cities and, 
conversely, less to counties and special 
districts.

On balance, we think the administration’s 
estimate of the amount of funds to be distributed 
to local governments in 2011-12 and 2012-13 could 
be low, possibly by hundreds of millions of dollars. 
We note, however, that this assessment assumes 
that the unencumbered RDA cash and assets 
are available for distribution and that successor 
agencies reduce their spending to comply with 
ABX1 26’s provision. If some or all of the assets are 
not distributed or successor agencies do not reduce 
their spending, the administration’s estimate 
might be overstated by several hundred million to 
over $2 billion. We expect to have a more refined 
estimate late this spring after the oversight boards 
begin their work and we get initial reports from 
county auditor-controllers.

K-14 District Share of Distribution. Under 
the administration’s interpretation of the funding 
distribution process, slightly more than half 
of all net trust funds (about $1 billion of the 
$1.8 billion) would be distributed to K-14 districts. 
Under our interpretation, the schools receive 
more funds, because the trust fund distribution 
would reflect each agency’s property tax share 
and its pass-through payments. If we modify the 
administration’s estimate to reflect the netting 
out of pass-through payments, the schools would 
receive about 80 percent of the distributed funds. 
This percentage would decline over time (as more 
funds are distributed outside of the pass-through 
process) and eventually the K-14 district share 
would be in the range of 45 percent to 60 percent 
(the K-14 district share of property taxes in most 
parts of the state).

interaction With State K-14 Education funding

As the local agencies that receive the largest 
share of revenues raised from the 1 percent 
property tax rate, K-14 districts will receive the 
largest share of property tax revenues from the 
dissolution of RDAs. These funds will grow over 
time as enforceable obligations are retired and 
property tax revenues increase. Whether these 
additional property tax revenues provide additional 
resources to K-14 education, however, depends 
on their interaction with the state’s education 
finance system. As noted earlier in the report, K-14 
education funding is a shared state-local respon-
sibility. Proposition 98 establishes a guaranteed 
funding level through a combination of state 
General Fund appropriations and local property 
tax revenues. The extent to which the dissolution 
of redevelopment provides additional resources to 
K-14 districts or offsets state General Fund costs is 
uncertain and will depend on three key issues.

•	 How Much Redevelopment Trust Funds 
Will Be Distributed and When? As 
discussed above, the administration’s 
estimate that a total of $1.8 billion will be 
available to distribute to local governments 
in 2011-12 and 2012-13 could be off by 
hundreds of millions to billions of dollars. 
It is also possible that the administration’s 
estimate will be correct, but that more 
funds will be distributed in 2011-12 and 
less in the following year—or the other 
way around. (This could be the case, for 
example, if county auditor-controllers 
need to delay trust fund distributions to 
local agencies because decisions regarding 
the payment of some redevelopment 
obligations are still outstanding at the 
end of the fiscal year—or if all of the 
agency’s unencumbered cash reserves 
are distributed in 2011-12 and no cash 
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reserves remain available for distribution 
in 2012-13.) Finally, the decision regarding 
whether to take pass-through payments 
into account in the distribution of redevel-
opment trust proceeds will affect the share 
of total trust proceeds that are provided to 
K-14 districts.

•	 How Much of These Funds Will Be 
Distributed to Basic Aid Districts? In a 
few districts, local property tax revenues 
exceed these districts’ general fund 
amounts provided through Proposition 98. 
These districts, commonly referred to 
as “basic aid” districts, keep the excess 
local revenue and use it for educational 
programs and services at their discretion. 
Any trust funds distributed to these basic 
aid districts therefore would give them 
additional revenues to use for educa-
tional purposes, but would not offset 
state General Fund education costs. At 
this point, we are not able to estimate 
the amount of trust funds that could be 
allocated to basic aid districts, but—based 
on the distribution of tax increment 
revenues across the state and other 
factors—do not expect that they would 
receive more than about 10 percent of the 
total trust fund revenues provided to K-14 
districts.

•	 Will Proposition 98 Be Rebenched to 
Reflect These Additional Funds? The 
state has taken action many times to 
“rebench” the Proposition 98 guarantee 
when it made policy changes that shifted 
local property tax revenues to or away 
from schools. The net effect of these actions 
is that the amount of the Proposition 98 
minimum guarantee is not affected by 
the shifts in local property taxes. The 
2011-12 budget assumed that the state 
would rebench Proposition 98 so that the 
funds shifted from redevelopment would, 
in turn, reduce the state’s education costs 
under Proposition 98. Going forward, 
however, Chapter 7, Statutes of 2011 
(SB 70, Committee on Budget and Fiscal 
Review) directed the state not to rebench 
Proposition 98. As a result, the property 
taxes shifted from redevelopment would 
not reduce state education funding going 
forward. The 2012-13 budget plan, however, 
proposes to change this policy and rebench 
the minimum guarantee to account 
for the redevelopment revenues on an 
ongoing basis. If the Legislature adopts this 
proposal, therefore, the state would realize 
education cost savings from the amount 
of trust funds and assets provided to K-14 
districts.

Over the coming months, the Legislature and 
administration will need to make many decisions 
regarding implementing redevelopment disso-
lution. Figure 8 summarizes our major findings and 
near-term recommendations.

few practical alternatives to 
Ending redevelopment 

Redevelopment in 2011 bore little resem-
blance to the small, locally financed program the 
Legislature authorized in 1945. Statewide, the 

findinGS and rEcommEndationS
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RDAs received more property taxes in 2011 than all 
of the state’s fire, parks, and other special districts 
combined and, in some areas of the state, more 
property taxes than the city or county received. 
Redevelopment also imposed considerable costs on 
the state’s General Fund because the state backfilled 
K-14 districts for property tax revenues distributed 
to RDAs. Overall, redevelopment cost the state’s 
General Fund about as much as the University of 
California or California State University systems, 
but did not appear to yield commensurate statewide 
benefits. 

The last two decades were marked by consid-
erable tension between RDAs and the state, with 
the state frequently requiring RDAs to shift money 
to schools and RDAs challenging these fund 
shifts in court. For a while, RDAs assumed that 
Proposition 1A (2004)—a measure that reduced 
the state’s authority over the property tax—would 
insulate them from future funding shifts. After 
the courts found that Proposition 1A did not 
safeguard them from a $1.7 billion 2009 shift and 
a $350 million 2010 shift, however, RDA advocates 
(along with other parties) sponsored Proposition 22 
to eliminate all state authority over property tax 
increment.

From the state’s standpoint, Proposition 22’s 
restrictions on the state’s ability to control redevel-
opment costs and the ongoing nature of its fiscal 
difficulties left it with few options. The Governor 
proposed eliminating redevelopment. The 
Legislature attempted to offer RDAs an alternative: 
continue redevelopment, but with significant 
changes to reduce its state costs. A lawsuit filed 
by redevelopment program advocates overturned 
the Legislature’s alternative, however, setting in 
motion dissolution of the redevelopment program 
statewide.

Over the coming months, the magnitude of 
administrative, policy, and legal issues associated 
with unwinding redevelopment inevitably will 
prompt proposals to slow down or stop the redevel-
opment dissolution process. Notwithstanding 
the considerable difficulties associated with 
ending redevelopment, the state has few practical 
alternatives. Simply put, the state does not have 
the ongoing resources to support redevelop-
ment’s continuation and the Constitution’s many 
complex provisions prohibit the Legislature from 
taking actions that could revamp the program 
into something that the state could afford. For 
these reasons, we recommend that the Legislature 

Figure 8

Summary of Major Findings and Near-Term Recommendations

— Although ending redevelopment was not the Legislature’s goal, the state had few practical alternatives.

— Ending redevelopment changes the distribution of property tax revenues, not the amount collected.

— Design of replacement program merits careful consideration.

— The redevelopment agency unwinding process could yield important civic benefits.
•	 Hold hearings to promote local review over use of the property tax.
•	 Provide funding to train K-14 oversight board members.

— Alternative use of redevelopment assets raises difficult policy and fiscal issues.

— Key state and local choices will drive state fiscal effect.

— Clarifying amendments would help implementation of ABX1 26 (Blumenfield).
•	 Clarify treatment of pass-through payments.
•	 Address timing issues.
•	 Clarify authority to take actions to ensure that funds are available to pay bonded indebtedness.
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not take actions that slow or stop the dissolution 
process.

Ending redevelopment does not 
change total State-local resources

Redevelopment dissolution does not change 
the amount of taxes property owners pay or the 
amount of funds local governments receive from 
this source. Contrary to some reports, ending 
redevelopment does not “lose” any funds. Instead, 
the key fiscal effects of redevelopment dissolution 
are that:

•	 More property tax revenues will be 
distributed to K-14 districts, counties, 
cities, and special districts—and less to 
agencies for redevelopment activities. 
This shift in property tax distributions will 
be modest in 2011-12, but will increase 
significantly over time. Within about 
20 years, most redevelopment enforceable 
obligations will be paid and property 
tax revenues for K-14 districts, counties, 
cities, and special districts will be about 
10 percent to 15 percent higher than they 
otherwise would have been. These property 
tax revenues may be used for any local 
program or local priority.

•	 The increased K-14 district property taxes 
will offset state costs for education. Under 
California law, education is a shared state-
local funding responsibility. The increased 
property taxes for K-14 districts, therefore, 
will decrease the amount of state resources 
needed to pay for education.

•	 There is no requirement that the 
increased property tax revenues be used 
for economic development and affordable 
housing. Under prior law, RDAs annually 
reserved over $3 billion of tax increment 

revenues for economic development 
programs and over $1 billion for affordable 
housing. (The RDAs spent their remaining 
funds providing pass-through payments 
to other local governments.) Although the 
manner in which some RDAs spent these 
funds was controversial, economic devel-
opment and affordable housing programs 
had a major, dedicated revenue source. 
Assembly Bill X1 26 does not impose 
requirements on how local governments 
spend property taxes that they receive. As 
a result, it is very likely that the amount of 
future spending on economic development 
and affordable housing will be lower than it 
was previously.

design of replacement program 
merits careful consideration

As described in this report, the redevelopment 
program of the 1950s and 1960s changed over 
the years. During its final decades, in addition to 
its use for “bricks and mortar” projects, redevel-
opment funds were used for projects more tangen-
tially related to economic development (such as 
improving flood control for the region) and to free 
up local general fund revenues (for example, by 
paying part of the city manager’s salary and other 
administrative costs). Redevelopment also was a 
major funding source for affordable housing, often 
providing money to start a project and additional 
resources to make it pencil out. Finally, redevel-
opment helped pay for many other local priorities, 
including subsidies for sport stadiums, businesses, 
and the arts. 

The end of the redevelopment has prompted 
interest in developing a replacement program. This 
interest, in turn, prompts the question: Which 
elements of the redevelopment program should 
be replaced? If, for example, the goal is for local 
governments to have a focused tool for economic 
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development and affordable housing, then five 
approaches (summarized below) merit consid-
eration. In reviewing the three approaches that 
provide local financing tools, we note that none 
has all of the elements that made redevelopment 
so attractive and valuable to California cities and 
counties. Specifically, redevelopment provided 
the sponsoring government with considerable 
resources and did so without: requiring the 
approval of local voters or business owners, directly 
imposing increased costs on local residents or 
business owners, or requiring additional voter 
approval prior to issuing debt. As a result, many 
communities may not be able to raise funds using 
these tools that are comparable in magnitude to the 
funds that they raised using redevelopment.

Business Improvement Districts (BIDs). 
Local governments could rely more extensively on 
existing law authorizing BID assessments. State law 
allows local governments to use these assessments 
for many targeted economic development projects 
and activities, such as rehabilitating existing 
structures, providing street improvements and 
lighting, building parking facilities, marketing, 
and sponsoring public events. The BID assessments 
do not require local voter approval, but may not 
be imposed if a majority of the affected business 
owners object.

Infrastructure Financing Districts (IFDs). 
Current law allows cities and counties to form IFDs 
to receive tax increment financing, provided that 
(1) every local agency that contributes property 
tax increment revenue to the IFD consents 
and (2) two-thirds of local voters approve their 
formation and any future bond issuances. In recent 
years, the Legislature has considered measures 
that would make it easier for local agencies to 
form these districts and issue debt. In reviewing 
proposals to revise IFD law, we would urge the 
Legislature to preserve one key component—the 
prohibition against redirecting another local 

agency’s property tax revenues without their 
consent. Maintaining this provision reduces the 
likelihood that IFD funds are used for projects that 
do not benefit the broad local community.

Property Tax Debt Override. The Constitution 
limits property taxes to 1 percent of the value of 
property. Property taxes may exceed or “override” 
this limit only to pay for (1) local government 
debts approved by the voters prior to July 1, 1978 
or (2) bonds to buy or improve real property 
that receive voter approval after July 1, 1978. 
The Constitution establishes a two-thirds voter 
approval requirement for local government bonds, 
but provides a lower voter-approval threshold 
(55 percent) for local school facility bonds that meet 
certain conditions. The Legislature could propose 
an amendment to the Constitution to extend the 
lower vote threshold to local property tax overrides 
for economic development and affordable housing 
purposes. Alternatively, the authority to propose 
overrides using the lower voter-approval threshold 
could be limited to local governments that satisfy 
certain affordable housing objectives.

Regulatory Changes. Local governments 
interested in promoting economic development 
and affordable housing could explore regulatory 
approaches to achieving their goals. For example, 
local government actions to relax on-sight parking 
requirements or modify zoning policies can signifi-
cantly reduce the cost of constructing housing 
in urban areas. Similarly streamlining project 
approvals can help promote economic development 
by reducing developer uncertainty and the costs 
associated with time delays.

State Housing Assistance. The state admin-
isters a variety of programs aimed at reducing the 
cost that low- and moderate-income individuals 
and families pay to live in safe and adequate 
housing. Most notably, (1) the California Tax Credit 
Allocation Committee administers the federal and 
state Low-Income Housing Tax Credit Programs 
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that provide hundreds of millions of dollars of 
tax credits to developers annually to encourage 
private investment in affordable rental housing, 
(2) the Department of Housing and Community 
Development administers state general obligation 
bond financed programs that provide grants 
and low interest loans to developers of affordable 
housing, and (3) the California Housing Finance 
Agency assists first-time homebuyers and developers 
of affordable housing by offering them low interest 
loans financed through the sale of tax-exempt 
bonds. In considering new housing programs to 
replace redevelopment, the Legislature may wish to 
consider whether relying on the state’s traditional 
approach (subsidizing development to increase the 
supply of affordable housing) or trying a different 
approach—such as providing housing vouchers to 
low-income households—might be more effective in 
providing aid to needy households.

the unwinding process could  
yield important civic Benefits

While criticized by some as complicated and 
lacking statewide uniformity, the decentralized 
oversight board process created by ABX1 26 could 
be a significant learning experience for everyone 
in the state. Currently, California’s local govern-
ments and their residents do not have a forum to 
discuss and make decisions regarding the use of 
the local property tax by different local agencies. 
Instead, property taxes are allocated to each local 
government pursuant to a statewide formula.

Members of oversight boards will have 
significant authority and responsibility to compare 
the merits of continuing a specific redevelopment 
project against alternative uses for its resources 
by other local agencies. Oversight board members 
might decide that a redevelopment project meets 
local community priorities and continue it, or that 
the project’s funds could be put to better use by the 
other local agencies in the area and terminate the 

contract. In many ways, the oversight board process 
allows local communities to have the first local 
debate regarding the use of property tax revenues 
that California has had in decades. 

Given the importance of the oversight 
board, the amount of funds it controls, and its 
highly expedited schedule, we recommend the 
Legislature monitor its development and progress 
closely. Beginning in March, we recommend the 
Legislature hold hearings regarding the role and 
operations of oversight boards with the goal of 
promoting best practices, encouraging information 
sharing across boards, highlighting public account-
ability, and learning about unforeseen problems.

One area where we recommend that the 
Legislature pay particular attention is K-14 districts’ 
participation on oversight boards. While represen-
tatives from the County Superintendents of Schools 
and the community colleges indicate that they plan 
to participate actively on the oversight boards, we 
note that the K-14 district representatives may have 
somewhat less familiarity with the types of projects 
and financial matters to be discussed. Moreover, 
absent action by the oversight board to retain 
separate staff, members of the oversight board will 
be reliant upon the staff support provided by the 
successor agency.

Given the significant financial link between 
the actions of the oversight board and state K-14 
education costs, it would be beneficial for the state 
to offer some training for K-14 oversight board 
members. The Fiscal Crisis and Management 
Assistance Team (FCMAT) has significant 
experience helping California’s local educational 
agencies fulfill their financial and management 
responsibilities and has previously assisted K-14 
districts on redevelopment matters. Given their 
expertise and relationship with K-14 districts, we 
recommend the Legislature appropriate funding of 
up to $1 million to FCMAT to develop this training 
for interested K-14 oversight board members.
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alternative use of assets raises 
difficult policy and fiscal issues

Prior to their dissolution, many RDAs owned 
considerable assets: land, buildings, and cash 
reserves. Some RDAs also had large unencumbered 
balances in their affordable housing funds. Under 
ABX1 26, successor agencies transfer all RDA assets 
used for a governmental purpose (such as a park 
or library) to the local government that provides 
the service. All other assets (except housing assets) 
are to be sold on the open market or to a local 
government “expeditiously and in a manner aimed 
at maximizing value.” Proceeds from asset sales, 
along with all of the unencumbered cash, are to be 
distributed to the local agencies as property taxes.

Shortly after passage of ABX1 26, proposals 
began to surface to separate some of redevelopment 
assets for use for statewide objectives, such as 
affordable housing, economic development, and 
environmental programs. These proposals in turn, 
raise difficult policy and fiscal questions for the 
Legislature to consider. Specifically, which level 
of government should make the decisions over 
these assets? Should it be a local decision (because 
RDAs were local agencies) or partly a state decision 
(because the state indirectly helped pay for these 
assets through its backfill of K-14 district property 
taxes)? Should the housing funds remain with 
agencies that failed to spend them in previous 
years?

The proposals pose equally difficult fiscal 
issues. Specifically, ending redevelopment shifts 
some funds that formerly would have been 
allocated to RDAs to other local agencies. Many 
cities relied on RDA funds to pay city expenses 
and now are experiencing fiscal stress due to the 
redirection of these resources. Under ABX1 26, 
some of this fiscal stress would be offset by the 
city receiving its share of the distributed cash and 
assets. Reserving some of this cash and assets for 
statewide objectives, in contrast, would reduce the 

funds the city would receive from the dissolution of 
redevelopment.

The state General Fund also has a fiscal interest 
in the distribution of assets. Specifically, the 
budget assumes ending redevelopment will provide 
$1 billion (2011-12) and $1.1 billion (2012-13) in 
increased property taxes for K-14 districts and 
offset a comparable amount of state General Fund 
education expenses. While the administration’s 
estimate does not directly reflect revenues from 
asset sales and cash, their estimate is subject to 
a wide range of error. The asset sales and cash, 
therefore, effectively serve as a reserve in case other 
elements of the administration’s estimate do not 
materialize as expected.

Key State and local choices  
Will drive State fiscal Effect

While ending redevelopment will reduce state 
General Fund costs for K-14 education over the 
long term, many state and local decisions will affect 
the amount of these savings in the near term. These 
include:

•	 State policy decisions to use RDA cash 
and assets for purposes other than 
distribution to local agencies. Assembly 
Bill X1 26 assumes that all unencumbered 
RDA cash and many assets are liquidated 
and distributed to local agencies as 
property tax revenues. Reserving some 
of this cash and assets for use for other 
purposes might advance important 
statewide objectives, but reduces the 
revenues that K-14 districts receive and 
decreases the state’s near term General 
Fund savings.

•	 Local oversight board decisions to limit 
the range of projects and obligations 
included on the ROPS. Oversight boards 
that decide not to continue multistage 
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projects and that narrowly interpret the 
range of obligations to be included on 
their ROPS (and thus eligible for payment) 
will retire their former RDA’s enforceable 
obligations quicker. This, in turn, will 
result in more property tax revenues being 
allocated to all local agencies, including 
K-14 districts.

•	 State and local decisions regarding 
treatment of pass-through payments in 
distributing money from the redevel-
opment trust fund. Because K-14 districts 
received low pass-through payments, a 
policy of offsetting these low pass-through 
payments with greater sums from the 
redevelopment trust fund would increase 
K-14 revenues and decrease state costs.

clarifying amendments  
Would Help implementation

The major elements of ABX1 26 are 
unambiguous. The legislation ends redevelopment 
and safeguards the repayment of debt. The roles of 
the parties are clearly delineated and focused on 
preserving the revenues and assets of RDAs “so that 
those assets and revenues that are not needed to 
pay for enforceable obligations may be used by local 
governments to fund core governmental services.”

That said, as with any major legislation, some 
elements of the measure would benefit from clarifi-
cation. Below, we address three areas where prompt 
legislative action would aid the implementation 
process. We recommend the Legislature adopt 
these changes so that they take effect immediately, 
either in legislation with an urgency clause or as an 
amendment to last year’s trailer bill.

Clarify Treatment of Pass-Through Payments 
in Distribution of Trust Fund Revenues. County 
auditor-controllers will begin distributing funds 
from the trust fund on May 16, 2012. (Due to 

the court’s schedule changes, county auditor-
controllers will distribute the revenues formerly 
considered tax increment twice this spring: a 
small distribution on May 16 and a larger distri-
bution on June 1. In future years, all revenues 
will be distributed on June 1 and January 16.) The 
Legislature should clarify its intent as to whether 
pass-through payments should be counted in 
the calculations to distribute trust funds. As 
discussed earlier in this report, we think that 
there is a strong legal argument that ABX1 26 
requires pass-through payments to be included 
in the distribution formula, but all parties do not 
agree. Equally important, however, we think that 
including pass-through payments in the trust fund 
calculation makes sense from a policy standpoint. 
Under this approach, all local agencies get property 
tax revenues (from pass-through payments and the 
trust fund) in proportion to their tax shares.

Address Timing Issues Associated With Court 
Modifications. Due to the court’s postponement 
of certain dates in ABX1 26, there is no formal 
payment schedule for enforceable obligations due 
between January 1, 2012 (the end of the EOPS 
period) and the date the oversight board approves 
the ROPS (presumably in the late spring). Absent 
a payment schedule, (1) successor agencies are not 
authorized to pay enforceable obligations other 
than bonded indebtedness and (2) county auditor-
controllers will not know how much former tax 
increment to provide to the successor agency for 
payment of enforceable obligations or to distribute 
to local agencies.

To address this ambiguity, many successor 
agencies are amending their EOPS to add 
enforceable obligation payments due through 
June 30, 2012. While this approach is not specifi-
cally authorized in ABX1 26, it may be a reasonable 
interpretation of ABX1 26’s requirement that 
successor agencies take actions to avoid impairment 
of contracts. We note, however, that EOPS are lists 
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of enforceable obligations identified by the commu-
nities that created the RDAs and received minimal 
review by DOF. The ROPS, in contrast, are to be 
reviewed and approved by an oversight board and 
certified by the county auditor-controller.

Successor agency actions to extend their 
EOPS, therefore, prolong the period in which the 
successor agency may make payments based off of 
self-generated lists of enforceable obligations. The 
extension also poses questions about further exten-
sions of the EOPS. For example, could a successor 
agency extend their EOPS for another six months if 
its oversight board did not reach agreement on its 
ROPS? To address these issues, we recommend the 
following:

•	 Expedite the establishment of oversight 
boards. We recommend the Legislature 
advance the date that the Governor may 
make appointments to unfilled oversight 
board positions from May 15, 2012 to 
April 15, 2012. This one month change will 
increase the likelihood that the oversight 
board will complete its review and adopt a 
ROPS before the first spring property tax 
distribution date—May 16. 

•	 Delay the May 16th payment if ROPS 
not adopted. If an oversight board has 
not adopted a ROPS by May 15, 2012, 
direct the county auditor-controller to 
notify DOF and to delay the distribution 
of redevelopment property taxes until the 
second payment date—June 1, 2012. This 
short delay would give the oversight board 
additional time to complete its work and 
avoid the need for the county auditor-
controller to distribute property taxes 
based on an EOPS.

•	 Limit extension of EOPS. We further 
recommend the Legislature specify that 

no agency’s EOPS shall be effective after 
May 15, 2012 unless DOF approves the 
extension and identifies the successor 
agency on its website. This change would 
clarify that EOPS extensions are to be 
effective only for a short period, unless 
DOF agrees that there are extenuating 
circumstances.

•	 Authorize oversight boards to adopt 
ROPS before county auditor-controller 
certification. Under ABX1 26, county 
auditor-controllers play a key role auditing 
successor agency finances and reviewing 
draft ROPS before these drafts are 
considered by the oversight board. Notably, 
oversight boards are not authorized to 
adopt a ROPS unless the county auditor-
controller has certified its accuracy. Under 
the court-revised time line, however, the 
time line of events is out of order: the 
county auditor-controller’s audits (the basis 
for their determination as to whether a 
draft ROPS is accurate) are not due until 
July 2012—several weeks after the auditors 
distribute property taxes based on the 
ROPS. For some counties with few RDAs, 
the cure to this timing problem is simple: 
the county auditor-controller can complete 
the audits this spring and use them as the 
bases for reviewing successor agencies’ 
draft ROPS. For counties with many RDAs, 
however, this may not be possible. In these 
cases, we recommend that the Legislature 
amend ABX1 26 to specify that, if a county 
auditor-controller’s audit has not been 
completed by May 1, 2012, the oversight 
board may adopt an uncertified ROPS 
provided that the oversight board amends 
the ROPS later in response to the county 
auditor-controller’s findings. While this 
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approach has its limitations, it reconciles 
the awkward sequence of events that result 
from the court’s revisions to the time lines.

Clarify That Successor Agencies May Create 
Reserves for Future Bond Payments and County 
Auditor-Controllers May Reserve Property Tax 
Revenues for Future Bond Payments. After passage 
of ABX1 26, various parties expressed concerns 
that (1) successor agencies would not be authorized 
to compile the reserves necessary to pay bonds that 
have one semiannual payment that is larger than 
the other or that have payments that increase over 
time and (2) county auditors might be required to 
distribute as property tax revenues to local agencies 

certain revenues that are needed to pay increased 
bond payments. While our reading of ABX1 26 
is that it requires successor agencies and auditors 
to perform all obligations necessary to safeguard 
enforceable debt obligations, uncertainty regarding 
these matters continue to elicit concern. For this 
reason, we recommend that the Legislature amend 
ABX1 26 to (1) explicitly allow the oversight board 
to include on the ROPS any amounts necessary 
to create reserves for future bond payments and 
(2) clarify that county auditor-controllers shall not 
distribute as property taxes any funds needed to 
pay enforceable obligations.

concluSion
The end of RDAs earlier this year represented 

a major change in California finance. Over time, 
schools and other local governments will receive 
significantly more property tax revenues—and 
fewer funds will be reserved for redevelopment 
purposes. While the process for unwinding these 

complex agencies’ financial affairs will be lengthy, it 
likely will launch important civic debates about the 
use of local property tax revenues and the role of 
government in promoting economic development 
and providing affordable housing.
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SUBJECT: Budget Act of 2011:  Redevelopment Agencies 

 
SOURCE: Author 

 

  

DIGEST:    This bill makes statutory changes necessary to implement the 
portions of the 2011-12 budget related to community redevelopment. 

 
ANALYSIS:    This bill is one of two budget trailer bills on redevelopment.  

This bill eliminates redevelopment agencies (RDAs) and specifies a process 
for the orderly wind-down of RDA activities.  The other bill (either SB 15X 

or AB AB 27X) would create an alternative voluntary redevelopment 
program.  This bill has a contingent-enactment clause such that this bill 

would not become effective unless the other bill also becomes effective.  A 
$1.7 billion State General Fund solution is scored from the two bills. 
 

It is anticipated that most cities and counties that created an existing RDA 
will elect to participate in the alternative voluntary redevelopment program.  

To the extent a community elects not to participate in the voluntary 
alternative program, this bill would direct the property tax otherwise 

available to the RDAs:  (1) to continue “pass-through payments” to schools 
and other local governments; (2) to fund outstanding RDA-related debt and 

administration; and (3) to schools and other local taxes agencies.    
 

Specifically, this bill: 
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Current Redevelopment Agencies 

1. Eliminates redevelopment agencies (RDAs) as of October 1, 2011.  As 
part of the process of reducing RDA’s activity prior to their elimination, 

effective the date of adoption of this legislation, the bill would, among 
other restrictions, prohibit RDAs from: 

a. issuing of new or expanded debt of any type (except under 
certain conditions, emergency refunding bonds); 

b. making loans or advances or grants or entering into agreements 
to provide funds or financial assistance; 

c. executing new or additional contracts, obligations, or 
commitments; 

d. amending existing agreements or commitments; 

e. selling or otherwise disposing of existing assets; 

f. acquiring real property for any purpose by any means; 

g. transferring or assigning any assets, rights, or powers to any 
entity; 

h. accepting financial assistance from any public or private source 
that is conditioned on the issuance of debt; 

i. adopting or amending redevelopment plans or making new 
finding with respect to blight; 

j. entering into new partnerships, imposing new assessments, or 

increasing staff or compensation; and 

k. other actions that would result in ongoing commitments. 

2. Requires RDAs to continue to make all scheduled payments for 
enforceable obligations (defined below), perform obligations 
established pursuant to enforceable obligations, set aside required 

reserves, preserve assets, cooperate with Successor Agencies (as 
defined below), and to take all measures to avoid triggering a default 

under an enforceable obligation.  Would also require the RDAs to 
prepare a preliminary inventory of enforceable obligation payments and 
provide this to the county auditor-controller within 60 days of the 

effective date of this bill, which inventory would be reviewed by the 
State Controller’s Office and the Department of Finance. The bill would 
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require that unencumbered RDA funds be conveyed to the county 

auditor-controller for distribution to the taxing entities in the county, 
including cities, counties, a city and a county, school districts and 

special districts. 

3. Extends the time period allowed for challenges to the validity of RDAs’ 
bonds or other obligations or to agency and legislative body 

determinations and findings issued or adopted after January 1, 2011.  
These challenges could be brought two years following approval of the 
action, as opposed to the current 60-day and 90-day review periods. 

4. Requires the county auditor-controller to complete a financial audit of 
each RDA in the county by March 1, 2012, in order to establish each 
agency’s assets, liabilities, pass-through payment obligations to other 

taxing entities, the amount and terms of indebtedness, and to certify the 
initial Recognized Obligation Payment Schedule (defined below).  The 

audits are to be submitted to the State Controller by March 15, 2012.  

Successor Agencies 

5. Establishes Successor Agencies to the RDAs effective October 1, 2011, 

that would be, except in certain situations, such as those involving an 
RDA based on a joint powers authority, the entity that created the 

redevelopment agency.  If no local agency elects to be the Successor 
Agency, a designated local authority would be formed, whose three 
members would be appointed by the Governor. 

6. Requires Successor Agencies to make payments on legally enforceable 
obligations using property tax revenues when no other funding source is 
available or when payment from property tax revenues is required by an 

enforceable obligation.  Pursuant to this requirement, Successor 
Agencies would be responsible for preparing, on a semi-annual basis, a 

Recognized Obligation Payment Schedule that would set forth a 
schedule of obligated payments including the date, amount, and source 

of funds for each payment.  

7. Requires the Recognized Obligation Payment Schedule to be certified 
by an external auditor approved by the county auditor-controller, and 
approved by the Oversight Board (as described below), the State 

Controller’s Office, and the Department of Finance.  The first 
Recognized Obligation Payment Schedule would be submitted by 

December 15, 2011.  The Recognized Obligation Payment Schedule 
would be established pursuant to the identification of enforceable 
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obligations, which are obligations entered into by the RDA and are 

legally enforceable.  These enforceable obligations would include: 

a. bonds, including debt Service, reserves, or other required 
payments; 

b. loans borrowed by the agency for a lawful purpose; 

c. payments required by the federal government; 

d. pre-existing obligations to the state; 

e. obligations imposed by state law; 

f. legally enforceable payments to RDA employees, including 

pension obligations; 

g. judgments and settlements entered into by a court or arbitration, 
retaining appeal rights; 

h. legally binding contracts that do not violate the debt limit or 
public policy; and 

i. contracts necessary for administration of the RDA, such as for 
office space, equipment and supplies, to the extent permitted. 

Enforceable obligation would not include any agreements, contracts, or 

arrangements between the city, county, or city and county that created 
the RDA and the former RDA. 

8. Provides that all assets, properties, contracts, books and records, 
buildings and equipment of the former RDA be conveyed to the 

Successor Agencies on October 1, 2011.  The Successor Agencies 
would dispose of RDA assets as directed by the Oversight Board with 

the proceeds transferred to the county auditor-controller for distribution 
to taxing Agencies.  The bill would require the Successor Agencies to 

compensate the taxing Agencies for the value of property and assets 
retained by the Successor Agencies in an amount proportional to the 

taxing agencies’ share of the property tax.  The value of any assets 
retained by the Successor Agencies would be at market value as 

determined by the county assessor for the 2011 property tax lien date, 
unless some other agreement is reached between the parties.  
Governmental facilities, such as roads, school buildings, parks, and fire 

stations may be transferred to the appropriate public jurisdiction. 
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9. Authorizes the Successor Agency to prepare, for the Oversight Board, a 
proposed administrative budget that includes estimated administrative 
expenses, proposed sources of payment and proposals for services to be 

provided, but does not include funding for the retained development 
projects, which must be funded from the Successor Agency’s own 

budget.  The administrative budget for the Successor Agency would be 
funded from a continued tax increment equal to the greater of $250,000 

or 5 percent of the property tax allocated to the Successor Agency for 
the 2011-12 fiscal year.  This would decline to 3 percent for each fiscal 

year thereafter.  The Successor Agency can employ staff and officers of 
the RDA provided the total compensation does not exceed the amount 

paid in 2010 unless approved by the Oversight Board.   

Oversight Boards 

10. Establishes a Seven-member Oversight Board for each Successor 

Agency that would generally consist of the following representatives: 
(i) one member appointed by the County Board of Supervisors; (ii) one 
member appointed by the mayor of the city that formed the RDA; (iii) 

one member appointed by the largest special district; (iv) one member 
appointed by the county superintendent of schools; (v) one member 

appointed by the Chancellor of the California Community Colleges; (vi) 
one member appointed by the county board of supervisors to represent 

the public; (vii) one member appointed by the mayor or the chair of the 
board of supervisors from the largest representative employee 

organization of the former RDA.  Special appointment rules would 
apply if a “city and county”, or joint powers authority formed the RDA.  

Beginning July 1, 2016, one Oversight Board will be formed in each 
county. 

11. Requires the Oversight Board to approve the following actions of the 
Successor Agency:  

a. establishment of new repayment terms for outstanding loans 
where such terms have not been established prior to July 1, 
2011; 

b. issuance of refunding bonds; 

c. set aside of reserves as required by bond indentures; 

d. merger of project areas; 
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e. acceptance of federal or state grants that are conditioned upon 
the provision of matching funds in an amount greater than 5 
percent; 

f. establishment of the Recognized Obligation Payment Schedule; 

and 

g. a request to hold portions of moneys in the housing fund in 
order to pay recognized obligations related to housing. 

12. Requires that the Oversight Board direct the Successor Agencies to: 

a. dispose of all assets and properties expeditiously and in a 
manner aimed at maximizing value; 

b. cease performance in connection with and terminate all existing 
agreements that do not qualify as enforceable obligations; 

c. transfer housing obligations and low and moderate set-aside 
funds to the applicable entity; 

d. terminate any agreement between the RDA and any public 
entity in the county which obligates the RDA to provide 
funding for debt service or other payments if in the best interest 

of the taxing entities; 

e. determine whether any contract, payments, or agreements 
between the RDA and private parties should be dissolved or 
renegotiated based on taxing entities’ best interests; and 

f. submit repayment schedules for repayment of amounts 

borrowed from the housing fund. 

13. Establishes that all Oversight Board actions are subject to review by the 
Department of Finance.  The Department of Finance will notify the 
Oversight Board within 72 hours of the action that it wishes to review 

the decision.  In the event the Department of Finance decides to review 
the action, it will have 10 days to either approve the action or return it 

to the Oversight Board for reconsideration. 

Property Tax Revenues 

14. Creates the Redevelopment Property Tax Trust Fund and the 
Redevelopment Obligation Retirement Fund.  Property tax revenues 
associated with each former RDA in each county would be deposited in 

the Redevelopment Property Tax Trust Fund which will be 

235



 AB 26X1 
 Page 7 

 

 CONTINUED 

administered by the county auditor-controller.  Estimates of the 

amounts to be allocated and distributed from this account will be 
provided to the Department of Finance semi-annually.   

15. Requires the county auditor-controller to determine the amount of 

property tax increment that would have been allocated to each RDA and 
to deposit that amount in a Redevelopment Property Tax Trust Fund. 

The county auditor-controller is charged with administering this fund 
for the benefit of holders of agency debt and the taxing Agencies that 
receive pass-through payments. 

16. Requires the county auditor-controller to allocate funds from the 
Redevelopment Property Tax Fund in the following order: 

a. Local agencies, school districts, and community college 
districts in the amount that would have been received by 
such Agencies as their share of the property tax base and 

that would have been paid pursuant to statutory and 
contractual pass-through agreements; 

b. To the Redevelopment Obligation Retirement Fund for 

Successor Agencies for payments listed in the Recognized 
Obligation Payment Schedule and administration; and 

c. To local agencies, school districts and community college 
districts in the proportional shares of what would have been 

received absent redevelopment and adjusted for pass-
through agreements. 

Other Matters 

17. Allows for the continuation of housing activities by the Successor 
Agency, which would be permitted to assume responsibility for housing 

obligations and to use the existing balance in the low and moderate 
income housing fund set-aside for these purposes.  If the Successor 

Agency chooses not to assume the housing activity responsibilities, the 
funds would be transferred to the local housing authority or to the 

Department of Housing and Community Development. 

18. Provides that that the terms of existing memoranda of understanding 
with employee organizations representing former RDA employees 
would remain in force unless a new agreement is reached prior to that 

date.  The Successor Agency will become the employer of all 
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employees of the RDA upon its dissolution and will assume all 

obligations under any memoranda of understanding. 

19. Pursuant to language adopted in SB 70 (Chapter 7, Statutes of 2011), 
specifies that beginning for fiscal years 2012-13, the amounts of 

additional property tax received by school districts, county offices of 
education, charter schools and community college districts, as a result 

of the elimination of RDAs, would be in addition to the Prop 98 
minimum funding guarantee.  These amounts (as well as amounts going 
to other taxing agencies) would increase over time as enforceable 

obligations are paid down. 

20. Specifies that if a community elects to participate in the Alternative 
Voluntary Redevelopment Program (as created in the second RDA bill), 

and later falls out of compliance with that voluntary program, then the 
provisions of this bill apply with conforming changes to 

implementation dates. 

21. Appropriates $500,000 to the Department of Finance for administrative 
costs associated with this bill. 

 
FISCAL EFFECT:    Appropriation:  Yes   Fiscal Com.:  Yes   Local:  Yes 

 
 

AGB:nl  6/15/11   Senate Floor Analyses  

SUPPORT/OPPOSITION:  NONE RECEIVED 

****  END  **** 
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