A. Overview of Redevelopment

The Community Redevelopment Law was enacted in 1945, creating in every city and
county a redevelopment agency (“RDA”) charged with eliminating blight. (Health & Safety
Code' §33100) RDAs were activated by ordinance of the city council or board of supervisors
and, although the members of most RDAs were the members of the city’s or county’s legislative
body, each RDA was a separate corporate entity. (§33101) RDAs were authorized to adopt plans
to redevelop blighted areas (§§33300 et seq.) and to exercise powers therein, including
acquisition and disposition of property (§§33390, 33430), demolition of improvements (§33420)

and construction of public facilities (§33445).

RDAs were financed chiefly from part of the property taxes levied in RDA project areas.
These taxes—“tax increment”—were allocated to RDAs by California Constitution® Article XVI
§16 and §33670. Enacted by initiative in 1952, Article XVI §16 provides that property taxes
levied in RDA project areas may be allocated among entities levying the taxes and RDAs, which
lacked taxing powers. Taxes on assessed value of property in a project area when a
redevelopment plan was adopted (“base year assessed valﬁe”) continued to be allocated to the
taxing entities. Taxes on increased assessed value after plan adoption (tax increment) went to
RDAs to repay indebtedness incurred to implement the project. When all indebtedness of the

RDA was repaid, all property taxes reverted to the taxing entities.

RDAs used tax increment to finance most of their activities. It was pledged as a revenue
stream to repay bonds (“tax allocation bonds™) issued by the RDA to pay project costs. (§33640

et seq.) Tax increment was also pledged to reimburse private developers for certain development

" Citations not expressly identified to another Code are in the Health & Safety Code.

? References to “Article” are to the California Constitution unless otherwise stated.

99999.91540\7807970.1




costs, e.g., cost of constructing streets, utilities and other public improvements (§33445) and to

repay public and private entities for moneys loaned to the RDA for redevelopment purposes.

Beginning in the late 1970s, several events altered how property taxes are levied and
allocated, indirectly affecting tax increment financing. Proposition 13 was adopted in 1978 as
Article XIIIA. As described in California Redevelopment Assn. v. Matosantos (2011) 53 Cal.4th
231, 244-45 (“CRA”), Proposition 13 transformed government financing in at least three relevant

ways:

First, by capping local property tax revenue, it greatly enhanced the responsibility
the state would bear in funding government services, especially education. [Citations
omitted.] Second, by failing to specify a method of allocation, Proposition 13
largely transferred control over local government finances from the state’s many
political subdivisions to the state, converting the property tax from a nominally local
tax to a de facto state-administered tax subject to a complex system of
intergovernmental grants. [Citations omitted.] Third, by imposing a unified, shared
property tax, Proposition 13 created a zero-sum game in which political subdivisions
(cities, counties, special districts and school districts) would have to compete against
each other for their slices of a greatly shrunken pie.

In 1988, voters enacted Proposition 98 (later amended by Proposition 111) to establish a
minimum annual funding level in the California Constitution for K-12 schools and community
colleges. The funding comes from a combination of state General Fund and local property tax
revenues. The combination of guaranteed funding levels for schools and limited local property
tax growth put unprecedented stress on the State budget, causing it to seek other revenue sources

to fund education without raising taxes.

Between 1992 and 2004, the State transferred approximately $40 billion of local
property taxes from cities, counties and special districts to schools through “Educational
Revenue Augmentation Funds™ or “ERAF.” (Stats. 1992, chs. 699, 700, pp. 3081-3125; Rev. &

Tax. Code §§97.2, 97.3) As explained in CRA at 245, the Legislature “reduced the portion of
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property taxes allocated to local governments, deposited the difference in the ERAFs, deemed
the balances part of the state’s General Fund for the purpose of satisfying Proposition 98
obligations, and distributed these amounts to school districts.” Despite doubts about consistency
with Article XVI §16, over the ensuing years, RDAs were required to transfer tax increment in

varying amounts to ERAFs. (§§33680 et seq.)3

In response to these reallocations of local tax revenues, the Legislature placed

Proposition 1A on the ballot, which was approved by the voters in 2004. The Analysis of

Proposition 1A prepared by the Legislative Analyst notes the following:

This measure amends the State Constitution to significantly reduce the state’s
authority over major local government revenue sources. Under the measure the state
could not:

* Reduce Local Sales Tax Rates or Alter the Method of Allocation: The measure
prohibits the state from: ... changing the allocation of local sales tax revenues.

* Shift Property Taxes From Local Government to Schools or Community
Colleges. The measure generally prohibits the state from shifting to schools or
community colleges any share of property tax revenues allocated to local
governments for any fiscal year under the laws in effect as of November 3, 2004.
The measure also specifies that any change in how property tax revenues are shared
among local governments within a county must be approved by two-thirds of both
houses of the Legislature (instead of by majority votes).

Even after the passage of Proposition 1A, the Legislature continued to divert local

* The following chart reflects the ERAF and SERAF shifts from RDAs:

Year Amount Bill H&S Code Section
1992-93 $205 million SB8&44 former §33681
1993-94 $65 million SB1135 former §§33681, 33681.5
1994-95 $65 million AB621 former §33681.5
2002-03 $75 million AB1768 §833681.7, 33681.9
2003-04 $135 million same §33681.9
2004-05 $250 million SB1096 §33681.12
2005-06 $250 million AB1805 §33681.12
2008-09 $350 million AB1389 §33685 (held unconstitutional)

ABX4-26 imposed two shifts from redevelopment agencies to SERAF:

2009-10 $1.7 billion ABX4-26 §33690 {(SERAF)
2010-11 $350 million ABX4-26 §33690.5 (SERAF)
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revenues.” In response, Proposition 22 was placed on the ballot and approved by the voters in
2010. (RJN, Exh. 2.) In addition to numerous specific limitations on the State’s ability to divert

local revenues, Proposition 22 amended Article XIIT §24 to add paragraph (b):

“The Legislature may not reallocate, transfer, borrow, appropriate, restrict the use
of or otherwise use the proceeds of any tax imposed or levied by a local
government solely for the local government’s purposes.”

Proposition 22 also included constitutional amendments that specifically forbid the State
from redirecting RDAs’ tax increment to benefit the State or units of local government. (Article
XII1, §25.5(a)(7).)

B. Enactment of ABX1-26 and ABX1-27

Two months after Proposition 22 was approved, the Governor announced his plan to
abolish redevelopment agencies as part of his budget proposal. (RJN, Exh. 3, p. 51.) The
Legislature enacted ABX1-26 and ABX1-27 (Stats. 2011, 1st Ex. Sess. 2011-12, chs. 5-6),
which were effective June 28, 2011. ABX1-26 dissolved all RDAs as of October 1, 2011,
required transfer of RDA assets and obligations to Successor Agencies (“SAs”) (usually the
legislative body that had activated the RDA) and tasked SAs to wind down former RDAs,
overseen by local oversight boards and DOF. Tax increment once paid to RDAs under Article
XVI, §16 is now called “property tax revenue” and must be held in trust by auditor-controllers in
a “Redevelopment Property Tax Trust Fund” (“RPTTF”) and distributed to SAs bi-annually to
pay “enforceable obligations” listed on a “Recognized Obligation Payment Schedule” (“ROPS”).
ABX1-27 permitted an RDA to escape dissolution under ABX1-26 if the RDA agreed to make

certain annual payments to the State.

Both laws were challenged by original writ in the California Supreme Court in July 2011,

* For example, in 2008, the Legislature enacted AB 1389, adding §§33685 through 33689, requiring transfer of
$350 million from redevelopment agencies to ERAFs. (Stats. 2008, ch. 761.y Similarly, in 2009, the Legislature
enacted AB4X26, adding §833690 —~ 33690.5, requiring transfer of $1.7 billion from redevelopment agencies to a
“Supplemental Revenue Augmentation Fund” or “SERAF.” (Stats. 2009, 4th Ex. Sess., ch. 21.)
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in CRA v. Matosantos. The Supreme Court stayed most provisions of both bills pending its
decision. The court’s decision in CRA upheld ABX1-26, holding RDA dissolution was a
legitimate exercise of legislative power, but invalidated ABX1-27 as violating Proposition 22’s
proscription on transfer of tax increment to benefit the State. CRA also reformed some dates in
ABX1-26 in light of its stay. Because the court’s final decision was issued in late December,
many dates were extended four months so, for example, RDAs dissolved on February 1, 2012,

rather than October 1, 2011. (CRA, 53 Cal.4th at 275.)
C. Adoption of AB 1484

Implementation of ABX1-26 proved fraught with difficulty and, in June 2012, the
Legislature passed AB1484° (Stats. 2012, ch. 26) both to “clean up” ABX1-26 and to add

numerous provisions, including so-called True-Up Payments and DDR Payments as follows:

e §34183.5(b) requires SAs to make a True-Up Payment to auditor-controllers for
distribution to taxing agencies. The True-Up Payment is intended to recapture payments
that might have been made to taxing entities had the Supreme Court’s stay in CRA not
been issued. If an SA did not pay the True-Up Payment in full by July 12, the following
consequences were required to ensue:

(a) The offending SA shall not pay any obligations other than bond debt
service until full payment is made. (§34183.5(b)(2)(C).)

(b) The city or county that created the RDA whose SA failed to make the
payment is barred from receiving its distribution of sales and uses taxes until
the full amount is paid. (Id.)

(¢) Auditor-controllers must deduct from future distributions of property
taxes to the SA from the RPTTF (needed to pay enforceable obligations) the
amount by which the SA is in arrears. (§34183.5(b)(3).)

> AB 1484 was introduced as a spot bill without any text. After the budget bill was passed, 72 pages of text were
added to AB 1484 on June 25, 2012, passed by a majority of the Legislature as urgency legislation, and signed into
law on June 27, 2012. On January 18, 2013, the Third District Court of Appeal issued its decision in Howard Jarvis
Taxpayers Ass'n v. Debra Bowen, Case No. CO71506, determined that another spot bill, enacted under similar
circumstances, violated Article 14, §12, subds. (d) and (e). The Court noted that 80 such bills had been introduced
and adopted in this fashion, including AB 1484. Article [4. § 12 had been amended by voter approval of the “On-
Time Budget Act of 2010.7
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(d) Civil penalties are imposed on both the SA and its host city or county
in an amount equal to 10% of the amount owed the taxing entities, plus an
additional 1.5% per month for each month the payment is late.

(Emphasis added.)

e Sections 34179.5 and 34179.6 require SAs to conduct two independent due diligence
reviews of SA assets and obligations to determine what assets are unobligated and
potentially available for transfer to taxing entities. The first DDR, due October 15, 2012,
was of assets and obligations of low and moderate income housing funds; the second was
of all other non-housing assets and obligations, due January 15, 2013. Each DDR was
reviewed by the oversight board and DOF; DOF can make adjustments to any amounts
based on its own findings, unguided by any statutory criteria. Within five working days
after receipt of DOF’s final determination, an SA must remit to the auditor-controller the
amount determined by DOF as the DDR Payment. (§34179.6(f).) If that payment is not
timely, the following consequences are imposed:

(a) DOF may order an offset against sales and use taxes of the host city
or county equal to the amount the SA fails to remit. (§34179.6(h)(1)(C))

(b) The auditor-controller may reduce property tax allocations to the host
city or county. (/d.)

(¢) DOF may direct the auditor-controller to deduct the unpaid amount
from future allocations of property taxes to the SA from the RPTTF.
(§34179.6(h)(2))

(Underlining added.)

The primary constitutional challenges raised by the League of California Cities in its
facial challenge (as well as by numerous other individual cities and successor agencies in their

as-applied challenges) are as follows:

Provisions of AB1484 That | Health and Safety Constitutional/Statutory
Violate the Constitution Code Sections Provisions Violated

DDR Payment: If SA does  §34179.6(h)(1)(C)  a. Cal. Const. Art. XIII §24(b)

not make DDR payment, ,

DOF may order offset of ga?‘;‘g;ﬁ&'}'ﬁf\“' e
city’s sales and use tax )

revenue

DDR Payment: If SA does | §34179.6(h)(1)(C)  a. Cal. Const. Art. XIII,

not make DDR payment, §25.5(a)(1)

auditor controller may j

reduce_city’s property tax 1;'42(5:::131(a():((;ar)ml iy
| allocations :
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True-Up Payment: If SA
does not make payment,
city shall not receive sales
and use tax distribution.

| §34183.5(b)(2)(C)

I

AB 1484 Provisions Lacking
in Standards or Criteria

Various

~a. Cal. Const. Art. XIII, §24(b)

b. Cal. Const. Art. XIII,

§25.5(a)(2)(A)

Unlawful Delegation

Cal. Const. Art. III, §3
(separation of powers)
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CONSTITUTIONAL PROVISIONS

Article XVI, § 16 Taxation of redevelopment projects

All property in a redevelopment project established under the Community Redevelopment Law
as now existing or hereafter amended, except publicly owned property not subject to taxation by
reason of that ownership, shall be taxed in proportion to its value as provided in Section 1 of this
article, and those taxes (the word "taxes” as used herein includes, but is not limited to, all levies
on an ad valorem basis upon land or real property) shall be levied and collected as other taxes are
levied and collected by the respective taxing agencies.

The Legislature may provide that any redevelopment plan may contain a provision that the taxes,
if any, so levied upon the taxable property in a redevelopment project each year by or for the
benefit of the State of California, any city, county, city and county, district, or other public
corporation (hereinafter sometimes called "taxing agencies™ after the effective date of the
ordinance approving the redevelopment plan, shall be divided as follows:

(a) That portion of the taxes which would be produced by the rate upon which the tax is levied
each year by or for each of those taxing agencies upon the total sum of the assessed value of the
taxable property in the redevelopment project as shown upon the assessment roll used in
connection with the taxation of that property by the taxing agency, last equalized prior to the
effective date of the ordinance, shall be allocated to, and when collected shall be paid into, the
funds of the respective taxing agencies as taxes by or for those taxing agencies on all other
property are paid (for the purpose of allocating taxes levied by or for any taxing agency or
agencies which did not include the territory in a redevelopment project on the effective date of
the ordinance but to which that territory has been annexed or otherwise included after the
ordinance's effective date, the assessment roll of the county last equalized on the effective date of
that ordinance shall be used in determining the assessed valuation of the taxable property in the
project on that effective date); and

(h) Except as provided in subdivision (c¢), that portion of the levied taxes each vear in excess of
that amount shall be allocated to and when collected shall be paid into a special fund of the
redevelopment agency to pay the principal of and interest on loans, moneys advanced to, or
indebtedness (whether funded, refunded, assumed or otherwise) incurred by the redevelopment
agency to finance or refinance, in whole or in part, the redevelopment project. Unless and until
the total assessed valuation of the taxable property in a redevelopment project exceeds the total
assessed value of the taxable property in the project as shown by the last equalized assessment
roll referred to in subdivision (a), all of the taxes levied and collected upon the taxable property
in the redevelopment project shall be paid into the funds of the respective taxing agencies. When
the loans. advances. and indebtedness, if any, and interest thercon, have been paid, then all
moneys thereafter received from taxes upon the taxable property in the redevelopment project
shall be paid into the funds of the respective taxing agencies as taxes on all other property are
paid.

(¢) That portion of the taxes identified in subdivision (b) which are attributable to a tax rate
levied by a taxing agency for the purpose of producing revenues in an amount sufficient to make
annual repayments of the principal of, and the interest on, any bonded indebtedness for the
acquisition or improvement of real property shall be allocated to, and when collected shall be
paid into, the fund of that taxing agency. This paragraph shall only apply to taxes levied to repay
bonded indebtedness approved by the voters of the taxing agency on or after January 1, 1989,
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The Legislature may also provide that in any redevelopment plan or in the proceedings for the
advance of moneys, or making of loans, or the incurring of any indebtedness (whether funded,
refunded, assumed, or otherwise) by the redevelopment agency to finance or refinance, in whole
or in part, the redevelopment project, the portion of taxes identified in (b). exclusive of that
portion identified in subdivision (¢). may be irrevocably pledged for the payment of the principal
of and interest on those loans, advances, or indebtedness.

It is intended by this section to empower any redevelopment agency, city, county, or city and
county under any law authorized by this section to exercise the provisions hereof separately or in
combination with powers granted by the same or any other law relative to redevelopment
agencies. This section shall not affect any other law or laws relating to the same or a similar
subject but is intended to authorize an alternative method of procedure governing the subject to
which it refers.

The Legislature shall enact those laws as may be necessary to enforce the provisions of this
section.

Article 1, § 3. Separation of powers
The powers of state government are legislative, executive, and judicial. Persons charged with the

exercise of one power may not exercise either of the others except as permitted by this
Constitution.

Article XIII, § 24. Local taxes; Use of proceeds of taxes imposed or levied by local
government; Use of local appropriations and subventions

(a) The Legislature may not impose taxes for local purposes but may authorize local
governments to impose them.

(b) The Legislature may not reallocate, transfer, borrow, appropriate, restrict the use of, or
otherwise use the proceeds of any tax imposed or levied by a local government solely for the
local government's purposes.

(¢) Money appropriated from state funds to a local government for its local purposes may be
used as provided by law.

(d) Money subvened to a local government under Section 25 may be used for State or local
purposes.

Article XIII, § 25.5. Protection of local government revenues

{a) On or after November 3, 2004, the Legislature shall not enact a statute to do any of the

following:
(D

(A) Except as otherwise provided in subparagraph (B), modify the manner in which ad valorem
property tax revenues are allocated in accordance with subdivision (a) of Section | of Article
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X1 A so as to reduce for any fiscal vear the percentage of the total amount of ad valorem
yroperty tax revenues in a county that is allocated among all of the focal agencies in that county
below the percentage of the total amount of those revenues that would be allocated among those
agencies for the same fiscal year under the statutes in effect on November 3, 2004. For purposes
of this subparagraph, "percentage” does not include any property tax revenues referenced in
paragraph (2).

(B) In the 2009-10 fiscal year only, and except as otherwise provided in subparagraph (C),
subparagraph (A) may be suspended for that fiscal vear if all of the following conditions are met:

(i) The Governor issues a proclamation that declares that, due to a severe state fiscal hardship,
the suspension of subparagraph (A) is necessary.

(ii) The Legislature enacts an urgency statute, pursuant to a bill passed in each house of the
Ieeislature by rolleall vote entered in the iournal, two-thirds of the membership concurring, that
contains a suspension of subparagraph (A) for that fiscal year and does not contain any other
provision.

(iii) No later than the effective date of the statute described in clause (ii), a statute is enacted
that provides for the full repayment to local agencies of the total amount of revenue losses,
including interest as provided by law, Icsultmg from the modification of ad valorem property tax
revenue allocations to local agencies. This full repayment shall be made not later than the end of
the third fiscal year immediately following the fiscal year to which the modification applies.

(C) A suspension of subparagraph (A) shall not result in a total ad valorem property tax
revenue loss to all local agencies within a county that exceeds 8 percent of the total amount of ad
valorem property tax revenues that were allocated among all local agencies within that county
for the fiscal year immediately preceding the fiscal year for which subparagraph (A) is
suspended.

(2)

(A) Except as otherwise provided in subparagraphs (B) and (C), restrict the authority of a city,
county, or city and county to impose a tax rate under, or change the method of distributing
revenues derived under, the Bradley-Burns Uniform Local Sales and Use Tax Law set forth in
Part 1.5 (commencing with Section 7200) of Division 2 of the Revenue and Taxation Code, as
that law read on November 3, 2004. The restriction imposed by this subparagraph also applies to
the entitlement of a city, county, or city and county to the change in tax rate resulting from the
end of the revenue exchange period, as defined in Section 7203.1 of the Revenue and Taxation
Code as that section read on November 3, 2004.

(B) The Legislature may change by statute the method of distributing the revenues derived
under a use tax imposed pursuant to the Bradley-Burns Uniform Local Sales and Use Tax Law to
allow the State to participate in an interstate compact or to comply with federal law.

(C) The Legislature may authorize by statute two or more specifically identified local agencies
within a county, with the approval of the governing body of each of those agencies, to enter into
a contract to exchange allocations of ad valorem property tax revenues for revenues derived from
a tax rate imposed under the Bradley-Burns Uniform Local Sales and Use Tax Law. The
exchange under this subparagraph of revenues derived from a tax rate mlp@%d under that law
shall not require voter approval for the continued imposition of any portion of an existing tax rate
from which those revenues are derived.

(3) Except as otherwise provided in subparagraph (C) of paragraph (2), change for any fiscal

99999.9154907807970.1
10




year the pro rata shares in which ad valorem property tax revenues are allocated among local
agencies i a county other than pursuant to a bill passed in each house of the Legislature by
rollcall vote entered in the journal, two-thirds of the membership concurring. The Legislature
shall not change the pro rata shares of ad valorem property tax pursuant to this paragraph, nor
change the allocation of the revenues described in Section 15 of Article X1, to reimburse a local
government when the Legislature or any state agency mandates a new program or higher level of
service on that local government.

(4) Extend beyond the revenue exchange period, as defined in Section 7203.1 of the Revenue
and Taxation Code as that section read on November 3, 2004, the suspension of the authority, set
forth in that section on that date, of a city, county, or city and county to impose a sales and use
tax rate under the Bradley-Burns Uniform Local Sales and Use Tax Law.

(5) Reduce, during any period in which the rate authority suspension described in paragraph (4)
is operative, the payments to a city, county, or city and county that are required by Section 97.68
of the Revenue and Taxation Code, as that section read on November 3, 2004.

(6) Restrict the authority of a local entity to impose a transactions and use tax rate in accordance
with the Transactions and Use Tax Law (Part 1.6 (commencing with Section 7251) of Division 2
of the Revenue and Taxation Code), or change the method for distributing revenues derived
under a transaction and use tax rate imposed under that law, as it read on November 3, 2004.

(7) Require a community redevelopment agency (A) to pay, remit, loan, or otherwise transfer,
directly or indirectly, taxes on ad valorem real property and tangible personal property allocated
to the agency pursuant to Section 16 of Article XVI to or for the benefit of the State, any agency
of the State, or any jurisdiction; or (B) to use, restrict, or assign a particular purpose for such
taxes for the benefit of the State, any agency of the State, or any jurisdiction, other than (i) for
making payments to affected taxing agencies pursuant to Sections 33607.5 and 33607.7 of the
Health and Safety Code or similar statutes requiring such payments, as those statutes read on
January 1, 2008, or (ii) for the purpose of increasing, improving, and preserving the supply of
low and moderate income housing available at affordable housing cost.

(b) For purposes of this section, the following definitions apply:
(1) "Ad valorem property tax revenues"” means all revenues derived from the tax collected by a
county under subdivision (a) of Section 1 of Article XIII A, regardless of any of this revenue

being otherwise classified by statute.

(2) "Local agency"” has the same meaning as specified in Section 95 of the Revenue and
Taxation Code as that section read on November 3, 2004.

(3) "Jurisdiction” has the same meaning as specified in Section 95 of the Revenue and Taxation
Code as that section read on November 3, 2004,
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HEALTH AND SAFETY CODE PROVISIONS

Due Diligence Review

§ 34179.6. Submission of unobligated available balances review to oversight board
of review; Submission of Recognized Obligation Payment Schedule; Review, approval and
transmission of cash available for disbursement; Public hearings; Resolution of disputes

The review required pursuant to Section 34179.5 shall be submitted to the oversight board for
review. The successor agency shall submit a copy of the Recognized Obligation Payment
Schedule to the county administrative officer, the county auditor-controller, and the Department
of Finance at the same time that the successor agency submits the review to the oversight board
for review.

(a) By October 1, 2012, each successor agency shall provide to the oversight board, the county
auditor-controller, the Controller, and the Department of Finance the results of the review
conducted pursuant to Section 34179.5 for the Low and Moderate Income Housing Fund and
specifically the amount of cash and cash equivalents determined to be available for allocation to
taxing entities. By December 15, 2012, each successor agency shall provide to the oversight
board, the county auditor-controller, the Controller, and the department the results of the review
conducted pursuant to Section 34179.5 for all of the other fund and account balances and
specifically the amount of cash and cash equivalents determined to be available for allocation to
taxing entities. The department may request any supporting documentation and review results to
assist in its review under subdivision (d). The department may specify the form and manner
information about the review shall be provided to it.

(b) Upon receipt of the review, the oversight board shall convene a public comment session to
take place at least five business days before the oversight board holds the approval vote specified
in subdivision (c). The oversight board also shall consider any opinions offered by the county
auditor-controller on the review results submitted by the successor agencies.

(¢) By October 15, 2012, for the Low and Moderate Income Housing Fund and by January 15,
2013, for all other funds and accounts, the oversight board shall review, approve, and transmit to
the department and the county auditor-controller the determination of the amount of cash and
cash equivalents that are available for disbursement to taxing entities as determined according to
the method provided in Section 34179.5. The oversight board may adjust any amount provided in
the review to reflect additional information and analysis. The review and approval shall occur in
public sessions. The oversight board may request from the successor agency any materials it
deems necessary to assist in its review and approval of the determination. The oversight board
shall be empowered to authorize a successor agency to retain assets or funds identified in
subparagraphs (B) to (E), inclusive, of paragraph (5) of subdivision (c) of Section 34179.5. An
oversight board that makes that authorization also shall identify to the department the amount of
funds authorized for retention, the source of those funds, and the purposes for which those funds
are being retained. The determination and authorization to retain funds and assets shall be subject
to the review and approval of the department pursuant to subdivision (d).

(d) The department may adjust any amount associated with the determination of the resulting
amount described in paragraph (6) of subdivision (¢) of Section 34179.5 based on its analysis
and information provided by the successor agency and others. The department shall consider any
findings or opinions of the county auditor-controllers and the Controller. The department shall
complete its review of the determinations provided pursuant to subdivision (¢) no later than
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November 9, 2012, for the Low and Moderate Income Housing Fund and also shall notify the
oversight board and the successor agency of its decision to overturn any decision of the oversight
board to authorize a successor agency to retain assets or funds made pursuant to subdivision (c).
The department shall complete its review of the determinations provided pursuant to subdivision
(¢) no later than April 1, 2013, for the other funds and accounts and also shall notify the
oversight board and the successor agency of its decision to overturn any oversight board
authorizations made pursuant to subdivision (¢). The department shall provide the oversight
board and the successor agency an explanation of its basis for overturning or modifying any
findings, determinations, or authorizations of the oversight board made pursuant to subdivision
(c).

() The successor agency and the entity or entities that created the former redevelopment agency
may request to meet and confer with the department to resolve any disputes regarding the
amounts or sources of funds identified as determined by the department. The request shall be
made within five business days of the transmission, and no later than November 16, 2012, for the
determination regarding the Low and Moderate Income Housing Fund, to the successor agency
or the designated local authority of the department's determination, decisions, and explanations
and shall be accompanied by an explanation and documentation of the basis of the dispute. The
department shall meet and confer with the requesting party and modify its determinations and
decisions accordingly. The department shall either confirm or modify its determinations and
decisions within 30 days of the request to meet and confer.

(f) Each successor agency shall transmit to the county auditor-controller the amount of funds
required pursuant to the determination of the department within five working days of receipt of
the notification under subdivision (¢) or (e) if a meet and confer request is made. Successor
agencies shall make diligent efforts to recover any money determined to have been transterred
without an enforceable obligation as described in paragraphs (2) and (3) of subdivision (¢) of
Section 34179.5. The department shall notify the county auditor-controllers of its actions and the
county auditor-controllers shall disburse the funds received from successor agencies to taxing
entities pursuant to Section 34188 within five working days of receipt. Amounts received after
November 28, 2012, and April 10, 2013, may be held and disbursed with the regular payments to
taxing entities pursuant to Section 34183,

(g) By December 1, 2012, the county auditor-controller shall provide the department a report
specifying the amount submitted by each successor agency pursuant to subdivision (d) for low-
and moderate-income housing funds, and specifically noting those successor agencies that failed
to remit the full required amount. By April 20, 2013, the county auditor-controller shall provide
the department a report detailing the amount submitted by each successor agency pursuant to
subdivision (d) for all other funds and accounts, and specifically noting those successor agencies
that failed to remit the full required amount.

(h) If a successor agency fails to remit to the county auditor-controller the sums identified in
subdivisions (d) and (f), by the deadlines specified in those subdivisions, the following remedies
are available:

(D

(A) If the successor agency cannot promptly recover the funds that have been transferred to
another public agency without an enforceable obligation as described in paragraphs (2) and (3) of
subdivision {c) of Section 34179.5, the funds mav be recovered through an offset of sales and use
tax or property tax allocations to the local agency to which the funds were transferred. To
recover such funds, the Department of Finance mav order the State Board of Fqualization to
make an offset pursuant to subdivision (a) of Section 34179.8. If the Department of Finance does
not order a sales tax offset, the county auditor-controller may reduce the property tax allocations
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to any local agency in the county that fails to repayv funds pursuant to subdivision (¢) of Section
34179.8,

(B) The county auditor-controller and the department shall each have the authority to demand
the return of funds improperly spent or transferred to a private person or other private entity. If
funds are not repaid within 60 days, they may be recovered through any lawful means of
collection and are subject to a ten percent penalty plus interest at the rate charged for late
personal income tax payments from the date the improper payment was made to the date the
money is repaid.

(C) If the city, county, or city and county that created the former redevelopment agency is
also performing the duties of the successor agency, the Department of Finance mav order an
offset to the distribution provided to the sales and use tax revenue to that agency pursuant to
subdivision (a) of Section 34179.8. This offset shall be equal to the amount the successor fails to
remit pursuant to subdivision (). If the Department of Finance does not order a sales tax offset,
the county auditor-controller may reduce the property tax allocations of the city, county, or city
and county that created the former redevelopment agency pursuant to subdivision (¢) of Section
34179.8.

(D) The department and the county auditor-controller shall coordinate their actions
undertaken pursuant to this paragraph.

(2) Alternatively or in addition to the remedies provided in paragraph (1), the department may
direct the county auditor-controller to deduct the unpaid amount from future allocations of
property tax to the successor agency under Section 34183 until the amount of payment required
pursuant to subdivision (d) is accomplished.

(3) If the Department of Finance determines that payment of the full amount required under
subdivision (d) is not currently feasible or would jeopardize the ability of the successor agency to
pay enforceable obligations in a timely manner, it may agree to an installment payment plan.

(1)

(1) If a legal action contesting a withholding effectuated by the State Board of Equalization
pursuant to subparagraphs (B), (C), or (B) and (C) of paragraph (2) of subdivision (b) of Section
34183.5 1s successful and results in a final judicial determination, the court shall order the state
to pay to the prevailing party a penalty equal to a percentage of the amount of funds found by the
court to be improperly withheld, as provided in Section 34179.8. This percentage shall be
equivalent to the number of months the funds have been found by the court to be improperly
withheld, not to exceed 10 percent.

(2) If a legal action contesting an offset effectuated by the State Board of Equalization or the
county auditor-controller pursuant to subdivision (h) is successful and results in a final judicial
determination, the court shall order the state or the county auditor-controller to pay to the
prevailing party a penalty equal to 10 percent of the amount of funds found by the court to be
improperly offset, as provided in Section 34179.8.

(J) If a legal challenge to invalidate any provision in subdivision (h) or subparagraph (B) or (C),
or subparagraphs (B) and (C) of paragraph (2) of subdivision (b) of Section 34183.5 is successful
and results in a final judicial determination, the invalidated provision shall become inoperative
and subdivision (1) shall become inoperative with respect to the invalidated provision.

99999 .9154907807970.1
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True-Up Payments

§ 34183.5. Legislative findings and declarations regarding effect of California
Supreme Court ruling in case of California Redevelopment Association v. Matosantos et al.
(2011) 53 Caldth 231

(a) The Legislature hereby finds and declares that due to the delayed implementation of this part
due to the California Supreme Court's ruling in the case California Redevelopment Association
v. Matosantos et al. (2011) 53 Cal.4th 231, some disruption to the intended application of this
part and other law with respect to passthrough payments may have occurred.

(1) If a redevelopment agency or successor agency did not pay any portion of an amount owed
for the 2011-12 fiscal year to an affected taxing entity pursuant to Section 33401, 33492.140,
33607, 33607.5, 33607.7, or 33676, or pursuant to any passthrough agreement entered into
before January 1, 1994, between a redevelopment agency and an affected taxing entity, and to
the extent the county auditor-controller did not remit the amounts owed for passthrough
payments during the 2011-12 fiscal year, the county auditor-controller shall make the required
payments to the taxing entities owed passthrough payments and shall reduce the amounts to
which the successor agency would otherwise be entitled pursuant to paragraph (2) of subdivision
(a) of Section 34183 at the next allocation of property tax under this part, subject to the
provisions of subdivision (b) of Section 34183. If the amount of available property tax allocation
to the successor agency is not sufficient to make the required payment, the county auditor-
controller shall continue to reduce allocations to the successor agency under paragraph (2) of
subdivision (a) of Section 34183 until the time that the owed amount is fully paid. Alternately,
the county auditor-controller may accept payment from the successor agency's reserve funds for
payments of passthrough payments owed as defined in this subdivision.

(2) If aredevelopment agency did not pay any portion of the amount owed for the 2011-12 fiscal
year to an affected taxing entity pursuant to Section 33401, 33492.140, 33607, 33607.5, 33607.7,
or 33676, or pursuant to any passthrough agreement entered into before January 1, 1994,
between a redevelopment agency and an affected taxing entity, but the county auditor-controller
did pay the difference that was owing, the auditor controller shall deduct from the next allocation
of property tax to the successor agency under paragraph (2) of subdivision (a) of Section 34183,
the amount of the payment made on behalf of the successor agency by the county auditor-
controller, not to exceed one-half the amount of passthrough payments owed for the 2011-12
fiscal year. If the amount of available property tax allocation to the successor agency is not
sufficient to make the required deduction, the county auditor-controller shall continue to reduce
allocations to the successor agency under paragraph (2) of subdivision (a) of Section 34183 until
the time that the amount is fully deducted. Alternatively. the auditor-controller may accept
payment from the successor agency's reserve funds for deductions of passthrough payments
owed as defined i this subdivision. Amounts reduced from successor agency payments under
this paragraph are available for the purposes of paragraphs (2) to (4), inclusive, of subdivision (a)
of Section 34183 for the six-month period for which the property tax revenues are being
allocated.

(b) In recognition of the fact that county auditor-controllers were unable to make the payments
required by paragraph (4) of subdivision (a) of Section 34183 for the period January 1, 2012,
through June 30, 2012, on January 16, 2012, due to the California Supreme Court's ruling in the
case of California Redevelopment Association v. Matosantos (2011) 53 Cal.4th 231, in addition
to taking the actions specified in Section 34183 with respect to the June 1 property tax
allocations, county auditor-controllers should have made allocations as provided in paragraph
(1)
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(1) From the allocations made on June 1, 2012, for the Recognized Obligation Payment
Schedule covering the period July 1, 2012, through December 31, 2012, deduct from the amount
that otherwise would be deposited in the Redevelopment Property Tax Trust Fund on behalf of
the successor agency an amount equivalent to the amount that each affected taxing entity was
entitled to pursuant to paragraph (4) of subdivision (a) of Section 34183 for the period January 1,
2012, through June 30, 2012. The amount to be retained by taxing entities pursuant to paragraph
(4) of subdivision (a) of Section 34183 for the January 1, 2012, through June 30, 2012, period is
determined based on the Recognized Obligation Payment Schedule approved by the Department
of Finance pursuant to subdivision (h) of Section 34179 and any amount determined to be owed
pursuant to subdivision (b). Any amounts so computed shall not be offset by any shortages in
funding for recognized obligations for the period covering July 1, 2012, through December 31,
2012.

(2)

(A) If an affected taxing entity has not received the full amount to which it was entitled
pursuant to paragraph (4) of subdivision (a) of Section 34183 of the property tax distributed for
the period January 1, 2012, through June 30, 2012, and paragraph (1), no later than July 9, 2012,
the county auditor-controller shall determine the amount, if any, that is owed by each successor
agency to taxing entities and send a demand for payment from the funds of the successor agency
for the amount owed to taxing entities if it has distributed the June 1, 2012, allocation to the
successor agencies. No later than July 12, 2012, successor agencies shall make payment of the
amounts demanded to the county auditor-controller for deposit into the Redevelopment Property
Tax Trust Fund and subsequent distribution to taxing entities. No later than July 16, 2012, the
county auditor-controller shall make allocations of all money received by that date from
successor agencies in amounts owed to taxing entities under this paragraph to taxing entities in
accordance with Section 34183. The county auditor-controller shall make allocations of any
money received after that date under this paragraph within five business days of receipt. These
duties are not discretionary and shall be carried out with due diligence.

(B) If a county auditor-controller fails to determine the amounts owed to taxing entities and
present a demand for payment by July 9, 2012, to the successor agencies, the Department of
Finance or any affected taxing entity may request a writ of mandate to require the county
auditor-controller to immediately perform this duty. Such actions may be filed only in the
County of Sacramento and shall have priority over other civil matters. Any county in which the
county auditor-controller fails to perform the duties under this paragraph shall be subject to a
civil penalty of 10 percent of the amount owed to taxing entities plus 1.5 percent of the amount
owed to taxing entities for each month that the duties are not performed. The civil penalties shall
be payable to the taxing entities under Section 34183. Additionally, any county in which the
county auditor-controller fails to make the required determinations and demands for payment
under this paragraph by July 9, 2012, or fails to distribute the full amount of funds received from
successor agencies as required by this paragraph shall not receive the distribution of sales and
use tax scheduled for July 18, 2012, or any subsequent payment, up to the amount owed to taxing
entities, until the county auditor-controller performs the duties required by this paragraph.

() If a successor agency fails to make the payment demanded under subparagraph (A) by July
12, 2012, the Department of Finance or any affected taxing entity may file for a writ of mandate
to require the successor agency to immediately make this payment. Such actions may be filed
only in the County of Sacramento and shall have priority over other civil matters. Any successor
agency that fails to make payment by July 12, 2012, under this paragraph shall be subject to a
civil penalty of 10 percent of the amount owed to taxing entities plus one and one-half percent of
the amount owed to taxing entities for each month that the payments are not made. Additionally,

the city or county or city and county that created the redevelopment agency shall also be subject

99999.915407807970.1
16




to a civil penalty of 10 percent of the amount owed to taxing entities plus 1.5 percent of the
amount owed to taxing entities for each month the payment is late. The civil penalties shall be
payable to the taxing entities under Section 34183. If the Department of Finance finds that the
imposition of penalties will jeopardize the payment of enforceable obligations it may request the
court to waive some or all of the penalties. A successor agency that does not pay the amount
required under this subparagraph by July 12, 2012, shall not pay any obligations other than bond
debt service until full payment is made to the county auditor-controller. Additionally, any city,
county or city and county that created the redevelopment agency that fails to make the required
payment under this paragraph by July 12. 2012, shall not receive the distribution of sales and use
tax scheduled for July 18, 2012, or any subsequent payment, up to the amount owed to taxing
entities, until the payment required by this paragraph is made.

(D) The Legislature hereby finds and declares that time is of the essence. Funds that should
have been received and were expected and spent in anticipation of receipt by community
colleges, schools, counties, cities, and special districts have not been received resulting in
significant fiscal impact to the state and taxing entities. Continued delay and uncertainly whether
funds will be received warrants the availa i}lhty of extraordinary relief as authorized herein.

(3) If an affected taxing entity has not received the full amount to which it was entitled pursuant
to paragraph (4) of subdivision (a) of Section 34183 for the period January 1, 2012, through June
30, 2012, and paragraph (1), the county auditor-controller shall reapply the provisions of
paragraph (1) to each subsequent property tax allocation until such time as the affected taxing
entity has received the full amount to which it was entitled pursuant to paragraph (4) of
subdivision (a) of Section 34183 for the period January 1, 2012, through June 30, 2012.

99999.915407807970.1
17




LAW OFFICES OF
BEST BEST & KRIEGER LLP

5Q0 CAPITOL MALL, SUITE | 700
SACRAMENTO, CALIFORNIA @581 4

138

a3

(94

~ O

IRIS P. YANG (Bar No. [06999)

T. BRENT HAWKINS (Bar No. 80168)
HARRIET A, STEINER (Bar No. 109436)
ANN TAYLOR SCHWING (Bar No. 91914)
BEST BEST & KRIEGER LLP

500 Capitol Mall, Suite 1700

Sacramento, California 95814

Telephone: (916) 325-4000 Fax: (916) 325-4010
iris.yang(@bbklaw.com
brent.hawkins@bbklaw.com
harriet.steiner@bbklaw.com

Attorneys for Petitioners and Plaintiffs

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SACRAMENTO

LEAGUE OF CALIFORNIA CITIES, CITY OF
VALLEJO, SUCCESSOR AGENCY TO THE
FORMER VALLEJO REDEVELOPMENT
AGENCY, and CHRISTOPHER K. MCKENZIE,

Petitioners and Plaintiffs,

V.

ANA J. MATOSANTOS, Director of the State of
California Department of Finance, BETTY T. YEE,
GEORGE RUNNER, MICHELLE STEEL,
JEROME E. HORTON, and JOHN CHIANG,
members of the California State Board of
Equalization, JOHN CHIANG, Controller of the
State of California, and SIMONA PADILLA-
SCHOLTENS, Solano Auditor-Controller, and
DOES 1 THROUGH 50,

Respondents and Defendants,

COUNTY OF SOLANQ, SOLANO COUNTY
FREE LIBRARY, SOLANO COUNTY
MOSQUITO ABATEMENT DISTRICT,
GREATER VALLEJO RECREATION DISTRICT,
VALLEJO SANITATION AND FLOOD
CONTROL DISTRICT, SOLANO COUNTY
WATER AGENCY, BAY AREA AIR QUALITY
MANAGEMENT DISTRICT, VALLEJO CITY
UNIFIED SCHOOL DISTRICT, SOLANO
COMMUNITY COLLEGE, and SOLANO
COUNTY OFFICE OF EDUCATION/ SOLANO
COUNTY SUPERINTENDENT OF SCHOOLS,

Real Parties in Interest.

82834, 00001V7585250.5

Excmpﬁgx}%é%i}}ing Fees Pursuant

o oV ity Ehurt Of Californid,
Sacramento
0812412012
amacias
By , Deputy
Caga Number:
S4-2012-80001275

Case No.

VERIFIED PETITION FOR WRIT
OF MANDATE AND COMPLAINT
FOR INJUNCTIVE AND
DECLARATORY RELIEF

DEPARTMENT 2&

Peague of California Cities Petition/Complaint
© 18




1 This Petition for Writ of Mandate and Complaint for Declaratory and Injunctive Relief

2 | (“Petition™) is brought by Petitioners and Plaintiffs the League of California Cities, the City of
3| Vallejo ("Vallejo™), the Successor Agency to the former Vallejo Redevelopment Agency

4 || ("Successor Agency™), and Christopher K. McKenzie (collectively “Petitioners™). This Petition is

5 | directed to Respondents/Defendants Ana J. Matosantos in her official capacity as Director of the

6 | State of California Department of Finance (“DOF™), Betty T. Yee, George Runner, Michelle
7 | Steel, Jerome E. Horton, and John Chiang, all in their official capacities as members of the
8 || California State Board of Equalization, John Chiang as the Controller of the State of California,
9 | and Simona Padilla-Scholtens, Solano Auditor-Controller (collectively “Respondents™).
10 PARTIES AND OTHER PRELIMINARY ALLEGATIONS
5 3 % . Petitioners
" é gg 12 L Petitioner League of California Cities (“League™) is a California nonprofit
g% g% 13 | corporation, operating as an association of over 400 California cities and numerous city officials
%6 ? gé 14 | who work together to enhance their knowledge and skills, exchange information, and combine
§§§ 15 || resources so that they may influence policy decisions that affect cities. (See generally
&

16 | http//www.cacities.org/.) The League sues on its own behalf and as a representative for the
17 | benefit of California cities.

18 2. Petitioner City of Vallejo is, and at all times mentioned herein was, a California
19 | charter city organized and existing under its own charter and Article XI §3 of the California

Constitution. (See http://www.ci.vallejo.ca.us/GovSite/.) Although Vallejo filed bankruptey in

20
21 | May 2008, the city emerged from chapter 9 in November 2011 after reorganizing its debts.
) 3. Vallejo sues on its own behalf and for the benefit of all other California cities that

23 | are similarly situated and similarly injured. Approximately 398 former active redevelopment

24 || agencies ("RDAs”) operated in 45 of the 58 counties in California.' the great majority of them

Counties with former RDAs are Alameda, Butte, Contra Costa. Del Norte , El Dorado, Fresno,
26 Glenn, Humboldt, Imperial, Kern, Kmfs, Lake, Lassen, Los Angeles, Madera, Marin,
. va’i::nd@u_nc}., }f;rz,;d, ?vign%erc}g Napa, Vﬁ&’él(f&z i}f‘ange, Placer, Rne;szm} S;}Cfgﬂlg‘:ﬁ& |
=/ San Benito, San Bernardino, San Diego, San Francisco. San Joaquin, San Luis Obispo, |
‘\ an ;sz&ztuﬁ Santa Barbara, Santa Clara, %(szmé Cruz, Shasta, Solano, Sonoma, Stanislaus, Sutter,

Tuolumne, Ventura, Yolo and Yuba,

~
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created by cities located in those 45 counties. Vallejo is located in one of the 45 counties and
formed an RDA in years past. RDAs were dissolved throughout the State by AB1X26, effective
February 1, 2012.

4. Petitioner Successor Agency to the former Vallejo RDA is the designated
successor agency of Vallejo's RDA, established pursuant to Health & Safety Code §34173.
Pursuant to Health & Safety Code §34173(g), cach successor agency is a separate public entity
and can sue and be sued in its own name. Petitioner Successor Agency sues on its own behalf
and for the benefit of all other California successor agencies, each of which is similarly situated
and similarly injured. As set out in more detail below, Petitioner Successor Agency was initially
assessed $331,790 in True-Up payments under AB1484 but paid only $192,747.

5. Petitioner Christopher K. McKenzie is an individual, the Executive Director of the
League of California Cities, a citizen of the State of California, and a taxpayer in California,
residing in the County of Alameda and City of Berkeley.

Respondents

6. Respondent Ana Matosantos is the Director of Finance of the State of California,
an agency of the State of California (“DOF”), and is named herein at all times in her official
capacity. DOF is charged with certain duties pursuant to the provisions of AB1484 as codified in

the California Health & Safety Code. (See http://www.dof.ca.gov/.)

7. Respondents Betty T. Yee, George Runner, Michelle Steel, Jerome E. Horton, and
John Chiang, are the members of the California State Board of Equalization, an agency of the
State of California, sued in their official capacities. The California State Board of Equalization is
responsible for administering California’s local sales and use tax programs and, pursuant to
Health & Safety Code §§34183.5(b) and 34179.8. may be ordered to offset or withhold local sales

and use taxes as a penalty. (See http://www,boe.ca.gov/.)

8. Respondent John Chiang is the Controller of the State of California, sued in his

official capacity. Chiang has relevant duties under Fealth & Safety Code §§34179.6, 34179.8 |

and other provisions. (See hitp://www.sco.ca.gov/index.html.)
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9, Respondent Simona Padilla-Scholtens is the County Auditor-Controller of the
County of Solano, the county in which Petitioners Vallejo and Successor Agency are located (see

hitp://www.co.solano.ca.us/depts/auditor/default.asp). Padilla-Scholtens is sued in her official

capacity, on her own behalf and, under Code of Civil Procedure §382, as representative of all
other county auditors and auditor-controllers (“auditor-controllers™ in California in the 45
counties that have successor agencies.

10. The true names and capacities, whether individual, corporate, or otherwise, of
Respondents and Real Parties in Interest Does 1 through 50 are unknown to Petitioners who sue
these Respondents by fictitious names. Petitioners will ask leave to amend this petition to show
the true names and capacities when they are ascertained. Petitioners are informed and believe
that Does 1-50 are in some way legally responsible to Petitioners for the matters alleged herein.
Matosantos and Does 1-10 are collectively and severally referred to as “DOF.” Padilla-Scholtens,
other county auditor-controllers and Does 11-25 are collectively and severally referred to as
“auditor-controllers.” All Real Parties in Interest and all other affected California taxing entities
and Does 26-40 are collectively and severally referred to as “taxing entities.”

Real Parties in Interest

11. The following entities are each an “affected taxing entity” as defined by Health &
Safety Code §33353.2 and a “taxing entity” as defined by Health & Safety Code §34171(k) that
receives property taxes in Vallejo:

¢ County of Solano

e Solano Community College

s Bay Area Air Quality Management District
»  Solano County Water Agency

e Vallejo Sanitation and Flood Control District
» Greater Vallejo Recreation District

*  Solano County Mosquito Abatement District

*  Solano County Free Library

s Vallejo City Unified School District

BFIRLIG S D
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1 * Solano County Office of Education/Solano C ounty Superintendent of Education

2 12. The entities identified in paragraph 11 are sued on their own behalf and, under
3 1 Code of Civil Procedure §382, as representatives of all other taxing entities (“taxing entities”™) in

4 | California in the 43 counties that had RDAs and now have successor agencies.

5 Ripeness, Mootness and Exhaustion
6 13. This dispute is ripe because AB1484 has been enacted into law and signed by the
7 | Govemor. (Pacific Legal Foundation v. California Coastal Comm 'n (1982) 33 Cal.3d 158, 171.)
8 | ABI1484is already negatively affecting cities, bondholders, taxpayers and others in California.
9 14. Along with a number of other California cities and successor agencies, Petitioners
10 \I/allejo and Successor Agency remain subject to recovery of improperly calculated payments
&gé Il | pursuant to Health & Safety Code §34183.5(b) (“True-Up Payments™), imposition of various
8% %% 12 | financial penalties and other adverse consequences under the provisions of AB1484. DOF has
é)%g% 13 | notified Petitioner Successor Agency that DOF may not be able to issue a Finding of Completion
% g g é 14 || because the Successor Agency did not make the full amount of the True-Up payment demanded.
d § g 15 15. Petitioners have performed all conditions precedent to filing this action. No
95

16 | remedies exist that Petitioners could exhaust, and exhaustion should not be considered because
17 || Petitioners, California cities and taxpayers, and others face imminent harm and the issues are of
I8 | significant public interest. As to the Administrative Procedure Act claim, no exhaustion can be
19 | required as a matter of law. (Government Code §11350(a).)

20 16. In the alternative, Petitioners Vallejo and Successor Agency attempted to meet and
21 | confer and also attempted to exhaust whatever remedies might arguably be available through their
22 | county auditor-controller and/or DOF without success. Petitioners have no plain, speedy, and
23 || adequate remedy other than relief through this Petition and Complaint.

24 Venue

25 17. Pursuant to Health & Safety Code §34189.3, an “action contesting any act taken or

|
. . o . - P N - |
26 || determinations or decisions made pursuant to this [Part 1.85] or Part 1.8 (commencing with |

27 | Section 34161) may be brought in superior court and shall be filed in the County of Sacramento.”
28 | This action is taken pursuant to Part 1.85 and therefore venue is proper in this Court. Venue is |

- Y =
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L also proper in the Superior Court for the County of Sacramento on multiple other statutory

2 | grounds, including Code of Civil Procedure §$393(b) and 395,
3 Summary Statement of Petition
4 18. As further set forth in this Petition and Complaint, provisions of AB1484 violate

5 | multiple sections of the California Constitution and are otherwise unlawtul for the following

6 | reasons, without limitation:

7 19. The provisions of Health & Safety Code §34183.5 which purport to authorize the

8 | withholding of sales and use taxes from cities violate Article XIII §24(b) and Article XIII §25.5.

9 20. The provisions of Health & Safety Code Section 34179.6 which purport to
10 | authorize the withholding of sales and use taxes and the reallocation of property taxes from cities

8% 11 | violate Article XIIT §24(b) and Article XIII §25.5 (as to sales and use taxes) and Article XIII
RN
W 5 E < 12 || §25.5 (as to property taxes).
RGP E
§§g’§ 13 21. The provisions of Health & Safety Code §34183.5 which purport to require the
Chet
gggg 14 | payment of so-called True-Up payments by successor agencies violate Article XIII §25.5(a)(7)
&
e g
595 15| and Article XVI §16.
o8

16 22, The True-Up payment in AB1484 constitutes a violation of the separation of
17 | powers required by Article 1II §3 by infringing on the judicial branch’s authority to reform
18 || statutory deadlines.

19 23. Various provisions of AB1484 unconstitutionally delegate to the Department of
20 | Finance the implementation of AB1484’s provisions without providing adequate standards or

21 | criteria, resulting in unfair and uneven application of the law.

-]
e
N

4, In the implementation of AB1484, the Department of Finance has engaged in rule-
23 | making governed by the Administrative Procedures Act without complying with the mandated

24 | procedural prerequisites.

25 /7
26 /
27 |

543
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GENERAL ALLEGATIONS APPLICABLE TO ALL CLAIMS
Background

25. Prior to June 28, 2011, the Community Redevelopment Law (Health & Safety
Code §§33000 ef seq.) authorized California cities and counties to form RDAs to remediate urban
decay and to revitalize blighted neighborhoods.

26. RDAs had the power to acquire, sell or lease property, construct infrastructure, and
improve public facilities. (Health & Safety Code §§33391, 33430, 33431, 33435.)

27. RDAs financed projects through what was known as “tax increment” financing.
(Cal. Const. Art. XVI §16; Health & Safety Code §33670.) “Tax increment” is the property tax
revenue generated from the increase in assessed values of real property in a RDA project area
and allocated to a RDA after adoption of a redevelopment plan.

28. In June 2011, the Legislature adopted AB1X26, which immediately severely
limited the powers to be exercised by the former RDAs and provided for dissolution of all RDAs
in California eftective October 1, 2011.

29.  ABIX26 did not—and constitutionally could not—dissolve the enforceable
obligations of the former RDAs, all of which must still be timely paid when due by each
dissolved RDA’s successor agency. (See, e.g., Health & Safety Code §§34171(d)(1), (e),
34177(a), (c).)

30. ABI1X26 was challenged in California Redevelopment Association v. Matosantos
(2011) 53 Cal.4th 231 (“Matosantos™). The California Supreme Court stayed various provisions
and deadlines in AB1X26, while considering the challenge, and reformed certain deadlines and
due dates when the court reached its final decision on the matter.

31 The Matosantos court reformed the dissolution date for all former RDAs from
October I, 2011 to February 1, 2012, (/d. at 275; see Health & Safety Code §34172)

32, The Matosantos court reformed the date of creation of the Real Property Tax Trust
Fund (C"RPTTFE™) from October 1, 2012 to February 1, 2012, (See, c.g., Health & Satety Code

§§34170.5(b), 34182(¢c).) The RPTTF is a trust fund administered by county auditor-controllers

7
s
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tor the benefit of the holders of financial obligations of the former RDAs and for the benefit of
the taxing entities.

33. Between October 1, 2011 and February 1, 2012, the RDAs continued to exist and
operate.  County auditor-controllers made the customary semi-annual distribution of tax
increment to almost all of the RDAs in December 2011 or early January 2012, prior to the
mandated dissolution date of February 1, 2012. (Exhibit | at 1 (DOF Letter).)?

34, AB1484 was adopted by the California Legislature, approved by the Governor,
and chaptered by the Secretary of State on June 27, 2012, to modify and “clean-up” provisions in
AB1X26. (Exhibit 2 (AB1484).)

Priority of RDA Bond Payments

35. When it dissolved all RDAs, the Legislature provided clear direction that the
holders of bonded RDA indebtedness and the holders of other existing RDA obligations each had
certain superior priority to other former RDA obligations. (See, e.g., Health & Safety Code
§§34167(1), 34171(d)(1)(A), 34177(a), (¢), 34180(b).) This priority was not a matter of
legislative grace but was constitutionally mandated.

36. Prior to their dissolution, all or virtually all of the former RDAs issued tax
allocation bonds to finance redevelopment. The total principal amount outstanding as of June 30,
2011 on these tax allocation bonds exceeded $20 billion. (Community Redevelopment Agencies

Annual  Report (May 1, 2012) available at hitp://www.sco.ca.cov/Files-ARD-

Local/LocRep/RDA_publication_2011.pdf.)

37. Tax allocation bonds are secured by the pledge of tax increment revenues: that
pledge is senior to all or substantially all other uses of tax increment revenue pursuant to the bond

indentures and consent of affected taxing entities to subordinate their payment priority.
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[his and all other exhibits are true and correct copies of the documents they purport o be.
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Successor Agencies

38. Successor agencies were designated as the successor entities to the former RDAs
effective February 1, 2012 concurrent with the dissolution of the former RDAs. (See Health &
Saftety Code §§34171(j), 34173.)

39. Under AB1X26, the city or county® that had created an RDA was deemed to be the
successor agency unless the city specifically opted out no later than January 13, 2012 (as
reformed). (Health & Safety Code former §34171(j).)

40. On January 13, 2012, of course, cities could not know the full consequences of
being successor agencies because AB1484’s penalties were not enacted until June 27, 2012,

41. Successor agencies are required to continue to make payments due for enforceable
obligations, subject to review and approval by their oversight boards and potential review by
DOF. (Health & Safety Code §§34177, 34179, 34179(h), 34181.)

42. ABIX26 established a number of statutory and fiduciary duties for successor
agencies and Respondents that were designed to benefit the payees of “enforceable
obligations™—in particular, the duty to ensure that all payments due in each payment period for
each enforceable obligation are timely paid from tax increment funds. (E.g.. Health & Safety
Code §34182(a)(2). (¢)(2).)

Recognized Obligation Payment Schedule (“ROPS”)

43, Successor agencies are required to prepare a semi-annual Recognized Obligation
Payment Schedule ("ROPS™). The ROPS is a list of the enforceable obligations the successor
agency must pay. (Health & Safety Code §34171(h).) A sample ROPS document is attached as
Exhibit 3 as an exemplar.

44, The term “enforceable obligation™ is defined in Health & Safety Code §34171(d)
to include:

» Specified bonds “including the required debt service, reserve set-asides, and

any other payments required under the indenture or similar documents

tes were empowered to create RDAs and did do so
der of this pleading will refer only to ¢ities.

S0

" Most RDAs were created by cities, but cou
s, For convenience, the rema
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governing the issuance of the outstanding bonds of the former redevelopment
ageney” (§34171(A}(DH(A));

e “Loans of moneys borrowed by the redevelopment agency for a lawful
purpose, to the extent they are legally required to be repaid pursuant to a
required  payment schedule or other mandatory loan terms.”
(§34171(d)(1)(B));

e “Any legally binding and enforceable agreement or contract that is not
otherwise void as violating the debt limit or public policy.” (§34171(d)(1)(E)).

45, A successor ageﬁcy’s first ROPS covered the period ending June 30, 2012. The
second ROPS covered the period July 1, 2012 through December 31, 2012. The third ROPS was
due September 1, 2012 for the period January 1, 2013 through June 30, 2013. Additional ROPS
are required for each six-month period thereafter. (See Health & Safety Code §34177(1)(1)-(3).)

46. Each successor agency has a seven-member oversight board that oversees the
successor agency’s actions in winding down the former RDA. (Health & Safety Code §§34179
et seq.) Once the successor agency prepares the ROPS, the oversight board reviews and approves
or disapproves the ROPS. (Health & Safety Code §§34177(1)(2)(B), 34180(g).)

47.  After an oversight board either approves or disapproves a ROPS, each successor
agency must submit its ROPS to the county auditor-controller, the State Controller and DOF.
(Health & Safety Code §34177(7)(2).)

48. DOF may request to review actions of the oversight board within five days after
DOF receives notice of it. If DOF timely requests review, it has forty calendar days to approve
the board’s action or return it to the board for reconsideration. (Health & Safety Code §34179(h).)

49. DOF has authority to review and supersede decisions by the oversight board,
ncluding rejecting obligations listed on the ROPS.  (Health & Safety Code §§34177(m),
34179(h).)

50. [f the successor agency does not submit the ROPS in accordance with the statutory

deadlines, the city that had created the former RDA is subject to a penalty of $10,000 per day.
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This penalty falls on California cities

o cven though cities are separate public entities from the successor agencies (Health
& Safety Code §34173(g)),

e cven though cities are not liable for debts or obligations of the former RDAs and,
by extension, of their successor agencies (Health & Safety Code §§33644,
34173(a)). and

e cven though some California cities, including Los Angeles and Merced, elected
not to become successor agencies. Even in these jurisdictions, the penalty still
falls on the city, rather than the designated local authority that serves as the

successor agency when a city elects not to be a successor agency.

Real Property Tax Trust Fund (“RPTTF”)

52. Each county’s auditor-controller is charged with establishing and administering a
Real Property Tax Trust Fund or “RPTTF" for each successor agency within that county. (Health
& Satety Code §34170.5(b).)

53. AB1X26 requires that former RDA tax increment funds, now also referred to as
“property tax revenues,™ be deposited in the RPTTF to be administered for the “benefit of the

olders of former redevelopment agency enforceable obligations and the taxing entities that
receive pass-through payments and distributions of property taxes.” (Health & Safety Code
§34182(c)(2).)

54. As enacted, AB1X26 required all county auditor-controllers to distribute monies to
successor agencies from their respective RPTTF on January 16, 2012 to allow successor agencies
to pay enforceable obligations through June 2012, The January 16th date was reformed by
Matosanios to May 16, 2012, (Matosantos, 53 Cal.4th at 274-276.)

Iy

' Health & Safety Code §34171(7) (* ropcm taxes” include all property tax revenues, including
those trom unitary and mpplcmgnmi and roll corrections applicable to tax increment.”); Health &
Safety Code §34180(b) (“property tax revenues (formerly tax increment prior to the effective date
of this ;}az‘f} Y. Health é; Satety Code §34182(e)(D) {,“z,zmi%mz‘ncenim%h’:r shall determine the
amount of property M\w that would have been allocated to each [RDA] in the county had the
[RDA] nc dissolved™). But see Health & Safety Code §34172(d),

1.
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35. AB1484 requires county auditor-controllers to make further distributions to
successor agencies, from RPTTFs, every January 2 and June | thereafter, commencing on June 1,
2012, (Health & Safety Code §34185.)

56.  These provisions reflect clear legislative intent in AB1X26 that there should never
be any interruption in the availability of former tax increment funds to pay enforceable
obligations. (Health & Safety Code §34167(f) [“Nothing 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.”].)

57. Each auditor-controller deposits property tax revenue absent RDA dissolution into
the appropriate RPTTF from which each successor agency may pay the obligations listed on the
ROPS.

58. After payment of pass-through payments,” enforceable obligations defined in
Health & Safety Code §34171(d), certain administrative costs and other costs, the taxing entities
receive any remaining funds in the RPTTF as ordinary property taxes.

59.  The ROPS controls what each successor agency may spend to retire former RDA
debts and obligations (“enforceable obligations™) and also determines the amount in the RPTTF
that will be available for distribution to taxing entities.

Enactment of AB1484

60. Approximately one-year after adoption of AB1X26, the California Legislature
passed and the Governor signed into law AB1484. Effective June 27, 2012, AB1484 provided
“clean-up” provisions to AB1X26 and added new requirements.

61, ABIXZ6 required a payment of property taxes to taxing entities on January 12,
2012, This distribution did not occur because Muatosantos reformed this date to May 12, 2012.

F A
I

" “Pass-through payments” are payments formerly made by RDAs to taxing entities either
contractually under the authority of former Health & Safety Code §33401 or pursuant to a

36075

ile set forth in Health & Safety Code $33

1
staiud
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Among other matters, AB1484 addresses the county auditor-controllers’ delayed distribution of
property tax from the RPTTF to taxing entities.

62. Auditor-controllers made their customary distributions of tax increment to RDAs
in December 2011 or early January 2012 while the stay in Matosantos was still in effect. They
could not have made any distribution of funds from the RPTTFs in December 2011 or early
January 2012 because AB1X26 was stayed at that time and because the RPTTFs did not yet exist,

The True-Up Process

63. AB1484 addressed the issue of the January-June 2012 payment to taxing entities
by requiring successor agencies to make a “True-Up” payment. If an affected taxing entity had
not received the full amount of the property tax to which it was entitled pursuant to section
34183(a)(4) for the period January 1, 2012, through June 30, 2012 (i.e., residual property tax
remaining in the RPTTF after payment of pass-throughs, enforceable obligations and other
specified sums), then the auditor-controller was required to send a demand for payment to the
successor agency by July 9, 2012 for the amount owing to taxing entity or entities (the “True-Up
payment”) based on numbers published by DOF. (Health & Safety Code §34183.5(b)(2)(A).)

64. DOF Guidance appearing on the DOF website instructed that, to determine the
amount of a successor agency’s True-Up payment, “county auditors must use the amounts shown
in Column E of the Exhibit 12 document on this webpage.” (DOF Exhibit 12 is attached as

Exhibit 4; see hitp:/www.dof.ca.gov/redevelopment/true-up_process/.) Many, perhaps most or

all, auditor-controllers followed this instruction in calculating the True-Up payments.
05. DOF Exhibit 12, Column E failed to show the proper amount for several reasons.

60. First, Health & Safety Code §34183.5(b) provides, with emphasis:
The amount to be retained b}' taxing entities pursuant to paragraph (4) of
subdivision (a) of Section 34183 tor the January 1. 2012, through June 30, 2012,
period is determined based on_the Recognized Obligation Payment Schedule
approved by the Department of Finance pursuant to subdivision (h) of Section
34179 and any amount determined to be owed pursuant to subdivision (b).

Column E failed to recognize that some enforceable obligations were payable and had been paid
from non-RPTTF sources, including the December 2011 tax increment payment to RDAs. The

impact of this failure is explained in the following several paragraphs.

LS KTy 2y o 53
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1 67. Successor agencies were required to create a Redevelopment Obligation

(&)

Retirement Fund into which revenue from the RPTTF is deposited. However, successor agencies
3 | did not exist before February 1, 2012. RDAs received the December 2011 or early January 2012

4 | tax increment distribution and, as was the then-common practice, identified the revenues as

5 | “Reserves.”
6 68. As a result, the First ROPS prepared by successor agencies correctly identified
7 | “Reserves” as the source of payment for certain “enforceable obligations™ rather than the RPTTF

8 || because the RPTTF was not then operative.

9 69. The True-Up payment was “in recognition of the fact that county auditor-

10 | controllers were unable to make the payments” required by AB1X26 to taxing entities because of

55% 11 | the Matosantos stay. AB1484 required auditor-controllers to determine the amount of these
s é %% 12 || payments of residual amounts based upon the First ROPS that identified the amount of property
é%g% 13 | tax needed to pay the successor agency’s enforceable obligations. If a successor agency needed
%? g :—% 14 | the entire December 2011 or January 2012 tax increment payment to pay enforceable obligations,

4 g ;% 15 | then the True-Up payment would and should be $0.

25

16 70. Despite being so informed by successor agencies and auditor controllers, DOF
17 | failed to acknowledge that the funding source that successor agencies identified as “Reserves” on
18 || the first ROPS was actually tax increment from the December 2011 or January 2012 distribution.
19 | This DOF action necessarily resulted in erroneous numbers on DOF’s Exhibit 12, Column E,
20 | entitled “Maximum RPTTF Obligations Approved by Finance per Six Month Period.” DOF’s
21 Exhibit 12, Column E, provided the number that county auditor-controllers were directed by DOF
22 | to use to caleulate the True-Up payments.

23 71. Failure to recognize payments for enforceable obligations made from the
24 ) December 2011 or January 2012 tax increment payment from the approved First ROPS resulted
25 | inerroncous requirements for unwarranted True-Up payments by successor agencies.

26 72. Second, in multiple instances, specific existing “enforceable obligations™ of the

27 | former RDAs as defined by Health & Safety Code $34171(d) were included in the ROPS by

Sl
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successor agencies and approved by oversight boards, only to be rejected on an ad hoc basis and
without meaningftul explanation by DOF.

73. In some instances, DOF first rejected the obligations and then reversed itself once
a lawsuit was filed. These disputed amounts resulted in DOF’s posting erroneous numbers in
DOF Exhibit 12, Column E.

74. Third, DOF itself changed some of the numbers in DOF Exhibit 12 several times,
up to 5:15 p.m. on July 9, 2012, after the auditor-controllers were required to send the True-Up
payment demands. (Exhibit 5 at 6 (DOF Webpage Printout); Exhibit 6 at 1 (Vallejo E-mail).)

75.  Auditor-controllers were required to use erroneous calculations published by DOF
in DOF Exhibit 12 to calculate the amount of the True-Up payment and sent demands for
payment based upon calculations that were contrary to law.

76.  Petitioners are informed and believe that many auditor-controllers impermissibly
relinquished their statutory duties to DOF by relying upon instructions and calculations provided
by DOF without back-up documentation and, in doing so, breached their mandatory, ministerial
duties.

77.  After receiving the auditor-controller’s demand, the successor agencies were
required to make the True-Up payments no later than July 12, 2012. Then the auditor-controller
was required to distribute the True-Up payments to the applicable taxing agencies no later than
July 16, 2012 in accordance with section 34183. (Health & Safety Code §34183.5(b)(2)(A).)

78. The brief time between the July 9th demand and the July 12th mandated payment
prevented any meaningful opportunity for cities or successor agencies to communicate with
auditor-controllers and responsible individuals at DOF to resolve issues of fact or law relating to
the amount and components of the demand, the calculations supporting the demand or similar
concerns.

79. Betore True-Up payments were due and thereafter, various auditor-controllers and
individuals purporting to speak for DOF cach took the position that neither one had any authority
each took

to revise the specific True-Up payment or correct even clerical errors. Alternatively.

7
Joe
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80. As an example of errors that occurred, Defendant Padilla-Scholtens based the
initial True-Up payment calculation for Petitioner Successor Agency on the figures initially
shown on DOF’s Exhibit 12 as of July 6, 2012 and sent Successor Agency a bill for $331,790.
Based on further information, Defendant Padilla-Scholtens revised the bill to $308.867.

81. A few days later, DOF changed the numbers on DOF Exhibit 12 with respect to
Petitioner Successor Agency, so Defendant Padilla-Scholtens revised the True-Up bill to
Successor Agency to $192,747, which Successor Agency paid on July 12.

82. Although the revised True-Up billing was based on DOF’s own revision to DOF
Exhibit 12, DOF sent Successor Agency a letter demanding an explanation why the original billed
amount had not been paid and threatening to impose penalties. Even now, DOF states that it may
be unable to issue a Finding of Completion to Petitioner Successor Agency. (Exhibit 7 (DOF
Letter and e-mails).)

83. DOF has not offered any explanation why it cannot correct the numbers that were
initially incorrect so that the correct numbers govern.

84.  On or about July 12, 2012, various other successor agencies notified their
respective auditor-controllers and/or DOF that they could not make the demanded payment. In
some cases, successor agencies (i) made a partial payment of the True-Up payment but
communicated that they could not pay the full amount demanded, (i1) contested the amount said
to be owed, or (iii) paid under protest.

85. DOF has notified the successor agencies that did not make the full True-Up
payment that they may not receive a “Finding of Completion” under Health & Safety Code
§34179.7. (E.g., Exhibit 7.) Without a Finding of Completion, a successor agency is placed at a
significant disadvantage and denied the ability to exercise the rights and powers set out in Health |
& Satety Code §§34191.1-34191.5.

86. [f the successor agency failed to make the True-Up payment in full by July 12,

2012, then
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o the successor agency is subject to a civil penalty of 10 percent of the amount owed
to the taxing entities, plus one and one-half percent of the amount owed to the
taxing entities for each month the payments are not made.

e the sponsoring city is subject to identical civil penalties.

¢ the sponsoring city shall not receive a distribution of sales and use taxes until the
payment 1S made.

(Health & Safety Code §34183.5(b).)
Due Diligence Reviews and Claw-Back® Provisions

87. AB1484 also requires every successor agency to retain a licensed accountant
approved by the county auditor-controller to conduct a “due diligence review” to determine if
there are unobligated balances available for transfer to taxing entities.

88.  The first due diligence review is of the successor agency’s Low and Moderate
Income Housing Fund’ (“Housing Fund”); thereafter a separate due diligence review must be
conducted of all other successor agency funds and accounts. (Health & Safety Code §34179.5.)

89.  The results of each due diligence review are to be submitted for review to the
successor agency’s oversight board, the county administrative officer, the county auditor-
controller, and DOF.

90.  The due diligence review of the Housing Fund must be submitted by October 1,
2012; the due diligence review for all other funds and account balances is due December 13,
2012. (Health & Safety Code §34179.6.)

91.  The oversight board shall determine what amount of cash and cash equivalents are
available for disbursements to taxing entities. The oversight board is also “empowered to
authorize a successor agency to retain” certain assets and funds. (Health & Safety Code
§34179.6(¢).)

92. Despite this express authority given to the oversight board, DOF nonetheless can

overturn the oversight board’s authorization for the retention of any assets or funds. (Health &

| References to Claw-Backs apy sly to both the sales and use tax and the property tax Claw-Backs.
very §~?§} A “;i i\? Q’suwii‘\h a Low- and Moderate-Ine ome Housing Fund and make annual

fa RTTIY

tax increment into that fund. (Health & Safety Code §33334.2 ¢ sedf. )

t7
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Safety Code §34179.6(d).) Moreover, DOF can also unilaterally adjust the amount that is
determined to be available by a licensed accountant who is approved by the county auditor-
controller.  (Health & Safety Code §§34177(n), 34179.5(a), 34176(d), (e).) No criteria or
standards are set out in AB1484 or elsewhere to govern DOF’s exercise of this power.

93. Section 34179.6(e) provides that the successor agency and the entity that created
the former RDA may request to meet and confer with DOF to resolve any disputes regarding
amounts or sources of funds identified as determined by DOF as being available for disbursement
to other taxing entities. The request must be made within five business days after the successor
agency is notified of the determination.

94, After the meet and confer session has occurred, DOF shall either confirm or
modify its determination. The meet and confer procedures announced by DOF in violation of the
Administrative Procedure Act on September 10, 2012 provide no appeal process within DOF, no
standards or criteria, no procedure to ensure that similarly situated entities are treated similarly,
and no protection against improper retroactive application of law and procedure.

95.  The successor agency has five days after receiving notification from DOF to
transmit the demanded funds required to the county éuditor—controller. (Health & Safety Code
§34179.6(1).)

96. The county auditor-controller must provide a report to DOF of payments submitted
by each successor agency within its county and name those successor agencies that did not remit
the required amounts. The report on the successor agencies’ Housing Funds is due by
December 2, 2012; the report on other funds and account balances is due April 20, 2013. (Health
& Safety Code §34179.6(g).)

97. Sales and use taxes and property tax revenues of the city that created the former
RDA can be withheld or reduced under the following circumstances:

o If the due diligence review finds that funds were transferred to another public
agency between January 1, 2011 through June 30, 2012 without an enforceable
obligation, DOF may order the State Board of Equalization to withhold the sales

and use tax allocation to that public agency. If DOF does not so order, the county |

S8
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auditor-controller can reduce the property tax allocations to that local agency.
(Health & Satety Code §34179.6(h)(1)(A).)

e [f the successor agency fails to make the payments due as a result of the due
diligence review of either the Housing Fund or other tunds and account balances,
and if the city that created the former RDA is also the successor agency, DOF may
order the State Board of Equalization to “offset” the distribution of sales and use
taxes to the city. If DOF does not order such an offset, the county auditor-
controller may reduce the property tax allocations to the city. (Health & Safety
Code §34179.6(h)(1)X(C).)

e Alternatively, or in addition to the above remedies, DOF can direct the county
auditor-controller to deduct the unpaid amount from future allocations of property
tax to the successor agency. (Health & Safety Code §34179.6(h)(2).) If payment
of the full amount is not currently feasible or would jeopardize the ability of the
successor agency to pay enforceable obligations in a timely manner, DOF may
agree to an installment payment plan. (Health & Safety Code §34179.6(h)(3).)

98. In addition to the foregoing, if a successor agency does not make the full payment
demanded by DOF, either with respect to True-Up payments or due diligence review, it will not
receive a Finding of Completion from DOF. (Health & Safety Code §34179.7.) Without a
Finding of Completion, a successor agency is denied the ability to exercise the rights and powers
set out in Health & Safety Code §§34191.1-34191.5.

99. Respondents’ and particularly DOF’s acts and omissions have been arbitrary and
capricious in their deliberate failure to recognize and protect the rights of innocent third parties
with whom the former RDAs had contracted or to whom bonds had been issued, as well as the
rights and needs of taxpayers and citizens of the affected cities. (Exhibit 8 (September 4, 2012
Vallejo Letter).) Respondents’ arbitrary and capricious determinations and actions entitle

Petitioners to an award of attorneys” fees,

[eague of Califgggia Cities Petition/Complaint
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PETITION FOR WRIT OF MANDATE

100.  Respondents have a clear, present, and ministerial duty to administer the laws of
the State of California, including AB1484, without violating the California Constitution and
California Codes.

101.  Petitioners are beneficially interested in performance of those ministerial duties
and have no adequate remedy at law to redress the constitutional and other violations described

below other than issuance of a writ of mandate.

Writ of Mandate—Unconstitutionality Associated with True-Up

and Violation of Separation of Powers
(By Petitioners Against Respondents)

102, The requirement in AB1484, and specifically in section 34183.5(b), that successor
agencies make the True-Up payment described above, is a violation of the separation of powers
doctrine embedded in Article III §3 of the California Constitution.

103.  The very existence of a True-Up payment is directly contrary to the judicially
reformed deadlines in Marosantos under which successor agencies, RPTTF, and the remittance
obligations assumed by the True-Up payment did not even exist until February 1, 2012.

104 By applying the True-Up payment requirement and seeking to enforce it
Respondents have unconstitutionally violated the authority vested in the California Supreme
Court to reform statutory deadlines.

105, Flowing from the unconstitutional True-Up payment demand are the severe
financial penalties with which Petitioners are presently threatened absent the full payment. Under
section 34183.5(b)(2)(C), both successor agencies and cities face a penalty of 10 percent of the
demanded True-Up payment, plus a recurring monthly penalty of 1.5 percent of the True-Up
payment. |

106. In addition, cities face withholding of sales and use taxes until the True-Up

payment is made. These penalties are themselves unconstitutional because they exist only by

virtue of the unconstitutional True-Up payment,

JIRSL OO ARG S S - 20 -
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107. A writ of mandate should 1ssue to compel Respondents to comply with their
ministerial, statutory, and constitutional duties in accordance with California law,

108.  Absent a writ of mandate to compel Respondents to comply with their ministerial
duties not to enforce the unconstitutional provisions in section 34183.5(b), Petitioner Successor
Agency and other California successor agencies may be forced to default on enforceable
obligations with priority approved on a ROPS in order to remit the illegal True-Up payment.

109.  Successor agencies that cannot make or refuse to make the True-Up payment will
be subjected to severe unconstitutional civil penalties, and the Petitioner City and other California
cities will face withholding of sales and use taxes in violation of law.

110.  Injunctive relief may be necessary to ’protect the rights of Petitioners, California
successor agencies and cities, their bondholders and taxpayers. This Court should issue interim
reliet and a permanent injunction to restrain and enjoin Respondents as needed.

Writ of Mandate—Unconstitutional True-Up Payment
(By Petitioners Against Respondents)

111.  The requirement in AB1484 that successor agencies make True-Up payments with
funds that constituted tax increment distributed to the former RDAs pursuant to Health & Safety
Code §33670 in December 2011 or early 2012 is a violation of Article XVI §16.

112, Article XVI §16 mandates that “all tax increment be allocated to and when
collected shall be paid into a special fund of the redevelopment agency to pay the principal of and
interest on loans, moneys advanced to, or indebtedness (whether funded, refunded, assumed or
otherwise) incurred by the redevelopment agency to tinance or refinance, in whole or in part, the
redevelopment project.” Project indebtedness is constitutionally limited to costs and expenditures
that primarily benefit the project or are reasonably necessary to mitigate financial burdens or
detriments caused by the project.

113, Article XVI §16 further provides that taxes allocated to the special fund “may be
irrevocably pledged for the payment of the principal of and interest on those loans, advances, or

indebtedness.”  (Article XVI §16(b), (¢); Health & Safety Code §§33631, 33641.5, 33671,
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33671.5.) Article XVI §16 thus prescribes the sole purposes for which incremental tax revenues
may be allocated and used.

114.  Although all tax increment is not required to be allocated to RDAs, once the
auditor-controller allocates tax increment to a RDA, Article XVI §16 requires that the tax
increment be used “to pay the principal of and interest on loans, moneys advanced to, or
indebtedness (whether funded, refunded, assumed or otherwise) incurred by the redevelopment
agency to finance or refinance, in whole or in part, the redevelopment project.” (Matosantos at
263-265.)

115. The Legislature may not alter Article XVI §16 by statute, “may not enact laws
allocating tax increment revenues for purposes unrelated to redevelopment” and “cannot properly
dispense with the constitutional allocation of tax increment revenues to the financing of
redevelopment projects pursuant to section 16.” (Exhibit 9 at 8:20-21, 9:1-2 (California
Redevelopment Association v. Genest, April 30th Ruling).)

116.  Until the former RDAs were dissolved on February 1, 2012, all allocations from an
auditor-controller to an RDA constituted tax increment as defined in Article XVI §16 and thus
required to be used only for the redevelopment purposes described therein.

117. The final tax increment distributed in December 2011 and January 2012 is clearly
protected under Article XVI §16. Thus, the Legislature is prohibited from mandating use of the
final tax increment installment for any purpose not affirmatively authorized in Article XVI §16.

118. Diversion of tax increment to taxing entities for the primary purpose of reducing
the State’s budget deficit is not a use of tax increment authorized by Article XVI §16(c).

119. A writ of mandate should issue to compel the return of the December 2011 and
January 2012 to successor agencies and to bar the imposition of any required True-Up payment or
other penalty based on the payment or nonpayment of that tax increment to persons other than
those entitled to receive it under Article XVI §16.

120.  Petitioners are beneficially interested in the performance of that ministerial duty

and have no adequate remedy at law (o redress the constitutional violations described herein.

3%
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| 121, Injunctive relief may be necessary to protect the rights of California cities, and this

2 | Court should issue interim relief and a permanent injunction to restraint and enjoin Respondents

3 | asneeded.

4 Writ of Mandate—Unconstitutional Withholding of Sales and Use Taxes

5 (By Petitioners Against Respondents)

6 122.  The threatened unconstitutional withholding of sales and use taxes under section

7 1 34183.5(b)(2)C) is effectuated by DOF’s issuing an order for withholding, and Respondent State

8 | Board of Equalization’s withholding the taxes from California cities under section 34179.8.

9 123, Article XIII §24(b) of the California Constitution states: “The Legislature may not
10 | reallocate, transfer, borrow, appropriate, restrict the use of, or otherwise use the proceeds of any

; g % 11 | tax imposed or levied by a local government solely for the local government’s purposes.”
n é é% 12 -~ 124, Article XIII §25(a)(2) of the California Constitution prohibits the Legislature from
é%g% 13 || changing the method of distributing revenues derived under the Bradley-Burns Uniform Local
% %’ g % 14 | Sales and Use Tax Law as it read on November 3, 2004.
d g % 15 125.  The withholding of sales and use taxes is unconstitutional because
o 16 e sales and use taxes are imposed by local governments solely for local
17 purposes. The withholding provision would impermissibly reallocate the taxes
18 away from local governments, restrict the use of sales and use taxes, and
19 otherwise use the proceeds of those taxes, by withholding them from the local
20 government purposes for which they were intended;
21 s Article XIII §25.5(a)(2) prohibits the Legislature from changing “the method
22 of distributing revenues derived under the Bradley-Burns Uniform Sales and
23 Use Tax Law [...] as that law read on November 3, 2004”7  Section
24 34183.5(b)2)(C) unlawfully alters the manner of distributing local sales and
25 use taxes by withholding those funds from local governments in violation of
26 Article XTI §25.5(a)(2).
27 4 /1
28
DA
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126. A writ of mandate should issue to compel Respondent State Board of Equalization
to comply with its ministerial duty not to withhold sales and use taxes in violation of the
California Constitution.

127.  Petitioners are beneficially interested in the performance of that ministerial duty
and have no adequate remedy at law to redress the constitutional violations described herein.

128. Injunctive and other relief may be necessary to protect the rights of California
cities, and this Court should issue interim relief and a permanent injunction as needed to restrain
and enjoin Respondents.

Writ of Mandate—Unconstitutional Claw-Backs in Due Diligence Reviews
(By Petitioners Against Respondents)

129. The threatened unconstitutional Claw-Backs under Health & Safety Code

§34179.6(h) are illegal or unconstitutional because
e sales and use taxes are imposed by local governments solely for local purposes. The
withholding provision would impermissibly reallocate the taxes away from local
governments, restrict the use of sales and use taxes, and otherwise use the proceeds of
those taxes, by withholding them from the local government purposes for which they

were intended, in violation of Article XIII §24(b);

e Article XIII §25.5(a)(2) prohibits the Legislature from changing “the method of
distributing revenues derived under the Bradley-Burns Uniform Sales and Use Tax

Law [...] as that law read on November 3, 2004.” The threatened withholding of sales

and use taxes under Health & Safety Code §34179.6(h) violates Article XIII

§25.5(a)(2);

e Article XIII $25.5(a)(3) further prohibits the Legislature from reallocating property
taxes between cities, counties, and special districts without a two-thirds vote of the

Legislature. AB1484 failed to win approval by a two-thirds vote of cither house of

the Legislature,

fond
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130. A writ of mandate should issue to compel Respondents to comply with their
ministerial, statutory and constitutional duty not to seek withholding of or to withhold sales and
use taxes in violation of the California Constitution and not to reduce or alter Petitioners’ property
tax allocations under AB1X26 or AB1484.

131, Petitioners are beneticially interested in the performance of that ministerial duty
and have no adequate remedy at law to redress the constitutional violations described herein.

132.  Injunctive and other relief may be necessary to protect the rights of California
cities, and this Court should issue interim reliet and a permanent injunction to restrain and enjoin

Respondents as needed.

COMPLAINT

133, Petitioners incorporate all the foregoing paragraphs into the following paragraphs

as though set forth fully therein.

First Cause of Action
Article III §3—Separation of Powers
(By Petitioners Against Respondents)

134, Article Il §3 of the California Constitution establishes separation of powers
between the powers of state government - legislative, executive and judicial. Those charged with
exercising one power may not exercise the other powers except as otherwise permitted by the
Constitution.

135.  The True-Up payment in AB1484 constitutes a violation of the separation of
powers required by Article III §3 because it infringes on the authority of the judicial branch to
reform statutory deadlines as it elected to do in Maresantos.

136.  Legislation that purports to undo or alter a final judgment is a violation of
separation of powers. (Superior Court v. County of Mendocino (1996) 13 Cal.4th 45, 53; see
Mandel v. Myers (1981) 29 Cal.3d 331, 547; accord, Marine Forests Society v. California Coastal
Comn. (2005) 36 Cal.4th 1, 44-45, cert. denied (2005) 546 U.S. 979.)

137, The essence of the True-Up payment is retroactively to undo the effect of the stay

issued by the Supreme Couwrt in Matosantos. The requirement of a True-Up payment

=
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impermissibly and unlawfully casts aside the judicial branch’s authority to reform dates
prescribed in AB1X26 in violation of the California Constitution.

138.  The requirement in ABI484, and specifically in Health & Safety Code
§34183.5(b), that successor agencies make the True-Up payment violates the separation of
powers doctrine embedded in Article III §3.

139, The existence of a True-Up payment reflecting alleged missed residual payments
in January 2012 under section 34183(a)(4) is directly contrary to the judicially reformed deadlines
in Matosantos by which section 34183 was not effective and the RPTTF did not exist until
February 1, 2012,

140.  Section 34183.5(b), requiring the True-Up payment for tax increment received
prior to the existence of the RPTTF, attempts to superimpose the requirements of section 34183.5
on tax increment received on or before January 31, 2012, when section 34183.5 was not effective
until February 1, 2012 by Supreme Court order. Section 34183.5(b) on its face and as applied by
Respondents, unconstitutionally tramples upon the authority vested in and exercised by the
California Supreme Court to reform statutory deadlines.

141.  Petitioners are presently threatened with severe financial penalties absent making
the unconstitutional True-Up payment. Under section 34183.5(b)(2)(C), if the successor agencies
do not make the payment, their respective cities are required to do so. Both successor agencies
and cities are subject to a penalty of 10 percent of the demanded True-Up payment, plus a
recurring monthly penalty of 1.5 percent of the True-Up payment until the successor agency pays.
In addition, cities face withholding of sales and use taxes until the True-Up payment is made.
These penalties are themselves unconstitutional because they exist only by virtue of the
unconstitutional True-Up payment.

142, Cities and successor agencies continue at risk of sanctions in the second and future
ROPS rounds. Morcover, cities and successor agencies that disputed the amount demanded or
paid less than originally demanded have been informed that DOF may nonetheless be unable to

issue a Finding of Completion to the Agency pursuant to section 34179.7. Denial of a Finding of

- {gﬁ
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It Completion denies a successor agency the ability to exercise the rights and powers set out in

2 | Health & Safety Code §§34191.1-34191.5.

3 Second Cause of Action
Article XIIT §24(b)—Proposition 22
4 (By Petitioners Against Respondents)
5 143.  California Constitution Article XIII §24(b) restricts the manner in which local tax
6 | revenues may be distributed and utilized. It provides: “The Legislature may not reallocate,
7 | transfer, borrow, appropriate, restrict the use of, or otherwise use the proceeds of any tax imposed
8 | orlevied by alocal government solely for the local government’s purposes.”
9 144, Health & Safety Code §34183.5(b)(2)(C) suspends the ordinary distribution of
; 10 || local sales and use taxes and thereby violates Article XIII §24(b) in multiple ways, including:
. § ; 11 e “restricting the use of” Bradley-Burns sales and uses taxes;
5%%% 12 e “otherwise using” the cities” allocation of the Bradley-Burns sales and use
é%g% 13 taxes levied by local governments solely for the “local government’s
%} g % % 14 purpose”; and
2 § é 15 ¢ reallocating sales and use taxes away from local governments.
o 16 145, There is only one constitutionally permissible use for locally-imposed sales and

17 | use taxes—to distribute them to the local governments that imposed them for their intended
18 | purposes.
19 146.  There is no exception in Article XIIT §24(b) that allows the Legislature to withhold

20 || the sales tax to pay a penalty.

21 Third Cause of Action
Article XIII §24(b)—Proposition 22
22 (Petitioner Christopher K. McKenzie Against Respondent DOF)
23 147, Using or withholding locally-imposed sales and use taxes to pay the debts of

24 | successor agencies violates Article XIIT §24(b) in an additional way: cities that established RDAs

25 | cannot lawfully be held liable for RDAs™ debts or, by extension, debts of RDAs’ successor

26 |l agencies. (E.g., Health & Safety Code §33644 [RDA indebtednesses “are not the debt of the
< - - ~ e e = e > - B N “

27 | commumty (city or county), the State, or any of its political subdivisions and neither the

; ; Che Arvr ary b rte riend cubtivicimme ie liakls Prorrys? vy b Qatoty |
2 community, the State, nor any of its political subdivisions is liable on them™].) Health & Safety |

League of Califéania Citics Petition/Complaint




LAW OFFICES OF
BEST BEST & KRIEGER LLP
S00 CAPITOL MALL, SUITE | 700
SACRAMENTO, CALIFORNIA 9581 4

I

'S}

i

[ AN e A - - B N R o

Code $34183.5(b)(2)(C) violates that prohibition because it effectively and retroactively seeks to
convert RDA and successor agency obligations into city obligations.

148.  There is a presumption against retroactive application of law. (Quarry v. Doe [
(2012) 53 Cal.4th 945, 958.) California citizens and taxpayers residing in California cities are
entitled to the protection and benefit of section 33644 and cannot be denied that protection and
benetit retroactively. As a result, citizens and taxpayers are entitled to enjoy section 33644’s
protection that cities and counties shall not be liable for RDA debts and obligations.

149.  Accordingly, any application or interpretation of AB1484 that would make
California cities liable for the debts of former RDAs or penalize California cities for the actions

or omissions of successor agencies of former RDAs is invalid and unenforceable.

Fourth Cause of Action
Article XIIT §25.5(a)(1)(A), (a)(2), (a)(3)—Proposition 1A
(By Petitioners Against Respondents)

150. With exceptions for bonded indebtedness not relevant here, the countywide
property tax rate is $1 per $100 of assessed valuation. Revenues from the countywide 1 percent
rate are divided among the taxing entities. Taxing entities, for this purpose, are cities, counties,
special districts, and school districts.

151.  California Constitution Article XIII $25.5(a)(1)(A) prohibits the Legislature from
altering the pro rata share of the 1 percent rate received by cities, counties, and special districts
(excluding school districts) in accordance with the law in effect on November 3, 2004.

152, Article XIII, §25.5(a)(1)(A) prohibits the Legislature from reallocating property
tax so as to reduce this pro rata share.

153, Article XIII §25.5(a)(2) prohibits the Legislature from changing “the method of
distributing revenues derived under the Bradley-Burns Uniform Sales and Use Tax Law [...] as
that law read on November 3, 20047

154, Article XII, §25.5(a)3) further prohibits the Legislature from reallocating
property taxes between cities, counties and special districts without a two-thirds vote of the

Legislature concurring in the change,

s
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| 155, AB1484 was not approved by a two-thirds vote of the Legislature, yet it

2 | unlawfully changes the allocation of property taxes as between cities, counties, and special
3 | districts by reallocating property taxes from cities to counties and special districts.
4 156,  Withholding a city’s Bradley-Burns Uniform Sales and Use Tax revenue if a

5 | successor agency does not make the True-Up payment or payments resulting from due diligence
reviews is an alteration of the method for distributing local sales and use tax. Section

34183.5(b)(2)(C) impermissibly alters the manner of distributing local sales and use taxes by

6

7

8 | withholding those funds from local governments in violation of Article XIIT §25.5(a)(2).

9 157. It the property taxes otherwise required to be allocated to cities under the statutes
0

in effect on November 3, 2004 are allocated, in part, to school districts, this would reduce the

. § z 11 || cumulative pro rata shares received by cities, counties and special districts as permitted by Health
1-a
55 Eg 12 | & Safety Code §34179.6(h). The reduction is prohibited by Proposition 1A.
onE
g g gg 13 Fifth Cause of Action
5p=3 Article XIII §25.5(a)(7)
3 éﬂ % % 14 (By Petitioners Against Respondents)
ny=E :
o § & 15 158.  The Supreme Court stayed implementation of Part 1.85 of division 24 of the
© %

16 | Health & Safety Code given the number of deadlines in that part that would have been operative
17 || on October 1, 2011 and November 1, 2011, betore the court could address the issues on the
18 merits. The Supreme Court issued its decision in Matosantos on December 29, 2011.

19 159.  Finding Part 1.85 valid, although numerous deadlines had passed, the court

20 | reformed the statute to extend the relevant deadlines arising before May 1, 2012 by the four-

21 | month duration of the court’s stay. Thus, all provisions of Part 1.85 that were to be operative on
22 | October I, 2011 became operative on February 1, 2012, (Matosantos, 33 Cal.4th at 274-276.)

23 160.  Among these provisions was section 34172 under which the former RDAs were
24 | dissolved. As a result, RDAs were dissolved on February 1, 2012 but continued to exist until
25 | then.

26 161, California  Constitution Article XII §25.5(a)(7) prohibits the State from
27 | redistributing or redirecting a former RDA’s tax increment revenues, directly or indirectly, for the
28 || benefit of the State or the benefit of local agencies other than the RDA itself.

(HHIO 17389250 3 L0
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162.  The final tax increment distributed by auditor-controllers in December 2011 (i.e.
before dissolution of the RDAs and before establishment of the RPTTFs) was “tax increment”
and therefore subject to constitutional prohibitions on the State prohibiting the State from directly
or indirectly redirecting or redistributing the December 2011 for the benefit of other local
agencies other than the RDA. (Matosantos, 53 Cal.4th at 274.)

163.  AB1484 and the attempt by DOF and the auditor-controllers impermissibly and
unconstitutionally to redirect and redistribute the final tax increment distribution made in
December 2011 and January 2012, by requiring so-called “residual amounts”™ of it to be paid, in
the form of the True-Up payment, to other local taxing agencies violated Article XIIT §25.5(a)(7).

164. Tax increment distributions on or before to January 31, 2012, and thus prior to the
dissolution of the former RDAs and formation of the successor agencies, were tax increment.
Based on DOFE’s published “guidance,” the True-Up payment essentially demanded the return of
tax increment to distribute it to taxing entities. Consequently, section 34183.5(b) violates Article
XIIT §25.5(a)(7).

Sixth Cause of Action
Article XVI §16(b) (Proposition 1A)
Reallocation of December 2011 Tax Increment
(By Petitioners Against Respondents)

165. Petitioners challenge the constitutionality of the reallocation of funds in the form
of True-Up payments that constituted tax increment that was distributed to the former RDAs
pursuant to Health & Safety Code §33670 in December 2011,

166.  California Constitution Article XVI §16 (former Article XIII §19) was adopted by
the voters in 1952 to authorize use of tax increments to secure the payment of indebtedness
incurred to finance redevelopment projects.

167. Consistent with the rationale of tax increment, Article XVI §16 has two main
components, (1) allocation of increased tax revenues to a special fund (Article XVI §16(a) and
(b)) and (2) authorization for the pledge of tax revenues to the payment of creditors that provide

financing for the project (Article XVI §16(¢)).

§IRAL U000 TR0 S - 34 -
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168, Article XVI §16 mandates that “all tax increment be allocated to and when
collected shall be paid into a special fund of the redevelopment agency to pay the principal of and
interest on loans, moneys advanced to, or indebtedness (whether funded, refunded, assumed or
otherwise) incurred by the redevelopment agency to finance or retinance, in whole or in part, the
redevelopment project.”

169.  Article XVI §16 provides that taxes allocated to the special fund “may be
irrevocably pledged for the payment of the principal of and interest on those loans, advances, or
indebtednéss.” (Article XVI §16(b), (c); Health & Safety Code §§33631, 33641.5, 33671,
33671.5)

170.  Article XVI §16 prescribes the sole purposes for which incremental tax revenues
may be allocated and used. Article XVI §16 authorizes property tax revenues produced by
increased assessed values of property within a project area after adoption of the redevelopment
plan to be allocated to that project’s special tund to pay project indebtedness, including contract
obligations and bonds, incurred to finance or refinance that project.

171.  Project indebtedness is constitutionally limited to costs and expenditures that
primarily benetit the project or are reasonably necessary to mitigate financial burdens or
detriments caused by the project.

172. The Supreme Court found that Article XVI §16 is not a conclusive requirement
that all tax increment be mandatorily allocated to RDAs. (Matosantos, 53 Cal.4th at 263-264.)
Nonetheless, once the auditor-controller allocates tax increment to a RDA, Article XVI §16
requires that the tax increment be used “to pay the principal of and interest on loans, moneys
advanced to, or indebtedness (whether funded, refunded, assumed or otherwise) incurred by the
redevelopment agency to finance or refinance, in whole or in part, the redevelopment project.”
(ld at 263-265.)

173, 'The Legislature may not alter Article XVI §16 by statute, “may not enact laws
allocating tax increment revenues for purposes unrelated to redevelopment’™ and “cannot properly

dispense with the constitutional allocation of tax increment revenues o the financing of

S I
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I | redevelopment projects pursuant to section 16.7 (Exhibit 9 at 8:20-21, 9:1-2 (Cdlifornia

2 Redevelopment Association v. Genest, April 30th Ruling).)
3 174, Until the former RDAs were dissolved on February 1, 2012, all allocations from an

4 | auditor-controller to an RDA constituted tax increment as defined in Article XVI §16 and thus

¥

required to be used only for the redevelopment purposes described therein.

6 175, The final tax increment distributed in December 2011 and January 2012 is clearly
7 | protected under Article XVI §16. Thus, the Legislature is prohibited from mandating use of the

8 | final tax increment installment for any purpose not atfirmatively authorized in Article XVI §16.

9 176.  Diversion of tax increment to taxing entities for the primary purpose of reducing

10 § the State’s budget deficit is not a use of tax increment authorized by Article XVI §16(c).

g3 11 Seventh Cause of Action
5o Unconstitutional Delegation in Violation of California and U.S. Constitutions
wEES 12 (Petitioner Christopher K. McKenzie Against Respondent DOF)
CHAE 4
ae 3
§§ g‘é 13 177.  California Constitution. Article IV, section 1, provides: “The legislative power of
I
Om s . . . i . . . .
%Qgg 14 | this State is vested in the California Legislature which consists of the Senate and Assembly, but
kS
@ § & 15 || the people reserve to themselves the powers of initiative and referendum.” The U.S. Constitution
95

16 || issimilar. Both Constitutions forbid overbroad delegation of authority to DOF.

17 178.  An unconstitutional delegation of authority occurs when a legislative body leaves
18 || the resolution of fundamental policy issues to others or fails to provide adequate direction for
19 | implementation of that policy. (Carson Mobilehome Park Owners' Assn. v. City of Carson
20 || (1983) 35 Cal.3d 184, 190, following Kugler v. Yocum (1968) 69 Cal.2d 371, 376-377.)

21 179.  As written and placed into the Health & Safety Code, AB1484 includes no
22 | standards to govern application of many of its most significant provisions, thereby permitting
23 | multiple interpretations with no standards to govern application of its provisions, in violation of
24 | law. (E.g., Kugler v. Yocum (1968) 69 Cal.2d 371, 376-77; State Board of Education v. Honig (3d
25 | Dist. 1993) 13 Cal.App.4th 720, 750.) As a result, different personnel in DOF acting in good
26 | faith could reach very different determinations with respect to different successor agencies,

27 | causing great disparity in results from one city to another city.

13 ~
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At the very least the following provisions in AB1484 constitute unconstitutional

delegations of legislative power to DOF:

Section 34179(h) allows DOF to review all oversight board actions and reject
or accept the actions. There are no standards or criteria in AB1484 for that
determination.

Section 34179(h) adds: “If the department reviews a Recognized Obligation
Payment Schedule, the department may eliminate or modity any item on that
schedule prior to its approval. The county auditor-controller shall reflect the
actions of the department in determining the amount of property tax revenues
to allocate to the successor agency. The department shall provide notice to the
successor agency and the county auditor-controller as to the reasons for its
actions.” No criteria or standards are provided to define circumstances in
which elimination or modification of an item is appropriate or forbidden.
Section 34179.6 requires each Successor Agency to employ a licensed
accountant experienced in local government accounting and approved by the
auditor-controller to conduct a due diligence review to determine the
unobligated balances available for transfer to taxing entities. An audit by the
auditor-controller providing the same information may be used with the
concurrence of the oversight board. In fact, the Government Auditing and
Accounting Committee of the California Society of CPAs initially advised its
members not to enter into agreements to perform DDRs until agreed-upon
procedures were issued by the State. (See

http:/blogs.calcpa.org/buzz/2012/08/06/cpas/.)  The CalCPA Governmental

Accounting and Auditing Committee subsequently developed procedures for

the due diligence review with input from DOF and the Controller’s Office.

(See http://blogs.calepa.org/buzz/2012/08/29/ab-1484/.)  Section 34179.6(d)

altows  DOF unitlaterally to “adjust” the unobligated balance amount

determined to be owing in these due diligence reviews. The section provides:

1Y
R
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“The department may adjust any amount associated with the determination of
the resulting amount described in paragraph (6) of subdivision (¢) of Section
34179.5 based on its analysis and information provided by the successor
agency and others. The department shall consider any findings or opinions of
the county auditor-controllers and the Controller.” No standards are set out in
AB1484 to govern the “adjustment” or decision not to make an “adjustment.”
Moreover, DOF “shall provide the oversight board and the successor agency
an explanation of its basis for overturning or modifying any findings,
determinations, or authorizations of the oversight board.” No standards or
criteria are set out in AB1484 to govern DOF’s actions.

Section 34179.6(h)(3) provides for DOF to decide whether it is “feasible” for
a successor agency to make a due diligence review payment. The section
provides: “If the Department of Finance determines that payment of the full
amount required under subdivision (d) is not currently feasible or would
jeopardize the ability of the successor agency to pay enforceable obligations
in a timely manner, it may agree to an installment payment plan.” No
standards or criteria are offered to govern the determination.

Section 34191.5 provides for successor agencies to prepare long-range asset
management plans addressing the disposition and use of the real properties of
the former RDA. The plans must be submitted to the oversight boards and
DOF. “Property shall not be transferred to a successor agency, city, county,
or city and county, unless the long-range property management plan has been
approved by the oversight board and the Department of Finance.” No
standards or criteria govern DOF approval or disapproval of the plans.

Health & Safety Code §34183.5(b), makes penalties applicable to cities and
successor agencies automatic.  In violation of due process rights of citizens
and taxpayers affected by its penalties, section 34183.5(b) provides no

procedure or administrative process whereby such cities and

- 34
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1 agencies may protest or appeal the True-Up payment requirement or amount

2 nor is there a procedure or administrative process whereby successor agencies
3 or cities may protest or appeal imposition of penalties for non-payment or
4 untimely payment of the True-Up payment. Citizens and taxpayers in those
5 cities would be irreparably harmed by imposition of such penalties and

resulting loss of important city services.

181. AB1484 unconstitutionally delegates legislative authority because its provisions

6
7
8 | are internally inconsistent and are inconsistent with other laws, thereby presenting even greater
9 | opportunity for disparate and inconsistent actions.

0

1 e Health & Safety Code §34173(e) provides that the liability of any successor
N §§ 11 agency shall be limited to the total sum of property tax revenues it receives
B
& é % % 12 under AB1484 and the value of the assets transferred to it by the former RDA.
é%g% 13 This provision is inconsistent with the penalties imposed by Health & Safety
%% g % 14 Code §34183.5, for example, which have no limits;
ggg 15 e mandated payments required by ABI1484 are inconsistent with
it
’ 16 §33607.5(H(1)(B) which declares: “The payments made pursuant to this
17 section are the exclusive payments that are required to be made by a
18 redevelopment agency to affected taxing entities during the term of a
19 redevelopment plan.”
20 e ABI1484's provisions under which taxing entities receive funds before some
21 former RDA creditors are inconsistent with §33671.5 which grants existing
22 creditors “priority over any other claim to those taxes not secured by a prior
23 express pledge of those taxes.”
24 182.  As a result of the lack of standards to govern DOF actions as demonstrated in the
25 | ongoing ad hoc disparities in the manner in which DOF has operated under AB1484, multiple

26 | unconstitutional delegations of power have been made to DOF.
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Fighth Cause of Action
Violation of the Administrative Procedure Act
(By Petitioners Against Respondent DOF)

183.  The Administrative Procedure Act (APA) establishes rulemaking procedures and
standards for state agencies in California. (Government Code §§11340 ef seq.)

184,  The requirements set forth in the APA are designed to provide the public with a
meaningful opportunity to participate in the adoption of state regulations, to ensure that
regulations are clear, necessary and legally valid, and to prevent ad hoc decisions.

185.  Government Code §11340.5(a) provides: “No state agency shall issue, utilize,
enforce, or attempt to enforce any guideline, criterion, bulletin, manual, instruction, order,
standard of general application, or other rule, which is a regulation as defined in Section
11342.600, unless the guideline, criterion, bulletin, manual, instruction, order, standard of general
application, or other rule has been adopted as a regulation and filed with the Secretary of State
pursuant to this chapter.”

186. The term “state agency” includes every state office, officer, department, division,
bureau, board, and commission. Government Code §§11000(a), 11342.520.

187.  The term “regulation” is defined in §11342.600 to mean “every rule, regulation,
order, or standard of general application or the amendment, supplement, or revision of any rule,
regulation, order, or standard adopted by any state agency to implement, interpret, or make
specific the law enforced or administered by it, or to govern its procedure.” (E.g., Clovis Unified
School District v. Chiang (3d Dist. 2010) 188 Cal.App.4th 794, 800; Capen v. Shewry (3d Dist.
2007) 155 Cal.App.dth 378, 386-87.) Regulations must be transmitted to the Office of
Administrative Law for filing with the Secretary of State. (Government Code §11343(a).)

188. A regulation subject to the APA thus has two principal identifying characteristics.
First, the agency must intend its rule to apply generally, rather than in a specific case. The rule

v a rule applies generally so long as it declares how a certain

P

need not, however, apply universall

class or range of cases will be decided. Second, the rule must “implement, interpret, or make

- 36 -
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] (Government Code §11342(g): General Motors Corp. v. Franchise Tax Board (2006) 39 Cal.4th

S

773, 789; Tidewater Marine Western, Inc. v. Bradshaw (1996) 14 Cal.4th 557, 571, cert. denied

tad

(1997) 520 U.S. 1248; Culifornians v. Pesticide Reform v. California Dep't of Pesticide

4 | Regulation (3d Dist. 2010) 184 Cal. App.4th 887, 905-09.)

(o3

189.  Any doubt about the applicability of the Administrative Procedure Act
6 | requirements is properly resolved in favor of the Act. (Morales v. California Dep’t of

7 | Corrections (1st Dist. 2008) 168 Cal.App.4th 729, 735-39.)

8 190.  As the Supreme Court explained in Tidewater Marine Western, Inc. v. Bradshaw

9 | (1996) 14 Cal.4th 557, 568, cert. denied (1997) 520 U.S. 1248:

10 The APA establishes the procedures by which state agencies may
0¥ adopt regulations. The agency must give the public notice of its
o2 11 proposed regulatory action (Government Code §§1 1346.4,
4i-0 11346.5); issue a complete text of the proposed regulation with a
58 Es 12 statement of the reasons for it (/d. §11346.2(a), (b)); give interested
a2"s parties an opportunity to comment on the proposed regulation (.
gig‘}(‘_ 13 §11346.8); respond in writing to public comments (d.
S g §$11346.8(a), 11346.9); and forward a file of all materials on which
38 § £ 14 the agency relied in the regulatory process to the Office of
53 § Administrative Law (/d. §11347.3(b)), which reviews the regulation
@ 15 for consistency with the law, clarity, and necessity (/d. §§11349.1,
° 8 11349.3).
16
17 191.  Government Code §11342.2 provides: “Whenever by the express or implied terms

18 | of any statute a state agency has authority to adopt regulations to implement, interpret, make
19 | specific or otherwise carry out the provisions of the statute, no regulation adopted is valid or
70 | effective unless consistent and not in conflict with the statute and reasonably necessary to
21 | effectuate the purpose of the statute.”

22 192, DOF violated these and other provisions in the Government Code which form part
23 | of the Administrative Procedure Act. DOF published multiple “guidance documents™ and various
24 || ~Exhibits” including DOF “Exhibit 127 and the like in violation of the requirements for adopting
25 || regulations even though these documents plainly meet the definition in section 11342.600. (E.g..
26 | Morning Star Co. v. State Board of Fqualization (2006) 38 Cal.4th 324, 332-38, 340-42; Marin v.

27 1 Cosico Wholesale Corp. (2008 Tst Dist) 169 Cal. App.4th 804, 815.)

ague of Califsgnia Cities Petition/Complaint
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193.  Calling something that is a regulation “guidance,” a guideline, a protocol, or a
bulletin does not alter its character or avoid the requirements of the Administrative Procedure
Act.  Although there is an exception for internal management documents (Government Code
$11340.9), that exception does not apply to documents that implicate the interests of persons or
entities outside the agency. (California School Boards Assn. v. State Board of Education (1st
Dist. 2010) 186 Cal.App.4th 1298, 1328-30; Californians v. Pesticide Reform v. California Dep't
of Pesticide Regulation (3d Dist. 2010) 184 Cal.App.4th 887, 905-09.)

194.  DOF acted contrary to the requirements of the Government Code and the Health &
Safety Code in making multiple ad hoc determinations with respect to individual California cities
and successor agencies. For example, after working with some cities and successor agencies to
address mistakes in ROPS I, DOF then abruptly decided in early July 2012 to (i) stop accepting
revised ROPS or requests to reconsider denied items, and (ii) cease making revisions to existing
requests. It announced: “Any and all revised ROPS submitted to Finance for previous ROPS
periods are hereby rejected.” (Exhibit 10 (July 12, 2012 DOF letter).)

195. Having adopted and posted documents to its website stating that compliance was
mandatory, DOF later replaced the documents on its website with new versions, without any
notice that the documents had been changed, the date of the change or what the changes were.

196. DOF gave no notice of prospective rulemaking or emergency rulemaking, offered
no opportunity for comment, made no response to comments, failed to submit the rule and
materials to the Office of Administrative Law or otherwise comply with the Administrative
Procedure Act.

197.  DOF acted contrary to the requirements of the Government Code by sending blast
c-mails to California cities and successor agencies with information that could and should have
been the subject of rulemaking. For example, on or about September 10, 2012, DOF sent a blast
e-mail to successor agencies informing them that DOI’s “website has now been updated to
include information related to the Meet and Confer process™ and stating:  ~“We appreciate

everyone’s patience as we finished developing the process and guidelines.” (Exhibit 11.)

S 38 -
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198, Because serious concerns were raised while AB1484 was before the Senate
Committee on the Budget and Iiscal Review on June 26-27, 2012 regarding procedures for
calculating and collecting the True-Up payment, DOF had committed that it would work with
successor agencies and communities sponsoring former RDAs to avoid assessment of penalties
and offsets associated with untimely payment of the True-Up payment. Specifically, DOF
represented it would engage in a meet and confer process.

199.  As DOF had promised the Legislature it would establish a meet and confer process
before AB1484 was enacted, there was more than sufficient time for DOF to have followed
proper rulemaking procedures in creating its meet and confer process and accompanying
guidelines. Instead, the announcement of the rules satistied none of the APA requirements.

200. Before the Séptember 10, 2012 posting of documents, DOF did not engage in any
meaningful meet and confer process with many agencies despite multiple successor agencies’
requests to DOF for an opportunity to meet and confer. DOF acted inconsistently and its
responses to requesting agencies was ad hoc at best. Requests to auditor-controllers and others
for assistance in obtaining a meet and confer process with DOF were similarly unsuccessful.
Similarly, requests that DOF notify county auditor-controllers and the State Controller that
penalties and sales tax offsets would not be assessed during the pendency of the various disputes
were ignored.

201. Health & Safety Code §34183.5(b), added by AB1484, makes the fines applicable
to cities and successor agencies automatic. DOF did not provide a procedure or administrative
process whereby they may protest or appeal the True-Up payment or the due diligence review
payments nor is there a procedure or administrative process whereby the successor agencies or
cities may protest or appeal the imposition of the penalties for non-payment or untimely payment

of the True-Up payment or due diligence review payments.
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1 202,  In addition, even if they could escape invalidation under the APA, DOF’s multiple
Y p p
2 | “guidance documents,” changing website directions and templates, and DOF ~Exhibit 12" and
3 | the like were inconsistent with AB1484 and the provisions of the Community Redevelopment
p Y p
4 | Law in a variety of ways, including:
5 ¢ City of Glendale, Report to Successor Agency at 10 (July 31, 2012), available at
6 http://www.ci.glendale.ca.us/government/agenda_minutes/1344A20120731 1.pdt
7 at 23: “AB 1484 calls for ROPS 3 to be prepared in a format prescribed by
8 DOF. The ROPS template posted on the DOF’s website was utilized by staff to
| 9 prepare ROPS 3. However, on July 20th, the DOF removed this template from
10 their website at http://www.dof.ca.gov/assembly bills 26-27/ and as of July 25,
¢ . U
N § p 11 2012, has not yet posted a revised template.'”  Although staff anticipates the
-0
270 .
y TE L 12 ROPS 3 template may be revised, its substance is not anticipated to change.
EEF: p Y p g
iy ud " G
8EJ5 13 Staff will revise this template accordingly once the revised template is posted.”
£533 p gl p p
Or 7™
% g % e 14 e Not only were DOF Exhibit 12 and its accompanying documents a violation, but
"
J0% _ . . .
g 15 DOF also updated and altered DOF Exhibit 12 or its documentation without
0 <
]
16 notice to Petitioners other than the sudden appearance on the DOF website of
17 altered documents. For example, DOF updated DOF Exhibit 12 at 5 p.m. on
18 Friday, July 6th, mentioning that update in a July 9th Demand for Payment due
19 no later than July 12th sent to the City of Coronado. (Demand, available at
20 http://www.coronado.ca.us/egov/docs/1342205983 316162.pdf) DOF changed
21 some numbers in DOF Exhibit 12 up to 5:15 p.m. on July 9, 2012. (Exhibit 5 at
22 6 (ROF Webpage Printout); Exhibit 6 at | (Vallejo E-mail).) DOF Exhibit 12
23
. ® One example is DOF’s July 11, 2012 communication to redevelopment successor agency
24 | representatives, available at http://www.dof.ca.gov/assembly_bills_26-
p ; v # w7
I 27/documents/Redevelopment_AB1484 Guidance Letter 7-11-12.pdf.
2547 DOF  Exhibit 12 is available at  http/www.dot.ca.gov/assembly bills_26-
27/documents/Exhibit-12.xls.  DOF Exhibit 12 has been changed in various respects during
26 1 crucial periods, so the version now available on the DOF website differs from the version at
clat p :
_ | various other relevant times.
2701 A ROPS 3 template was posted on a different portion of the website at some point
- (http://www.dot.ca.gov/redevelopment/ROPS/view.php) and that webpage was updated as late as
23 15023, 2012, The ROPS 3 had to be submitted by September 4. 2012
50 5 - 40 -
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formed the base on which all True-Up calculations were to be made. Changes to
Exhibit 12 rendered calculations already made incorrect, yet DOF simply posted
changes with no notice, no identification of what changes were made and no
warning whether additional changes would be made.

e Various cities, successor agencies and auditor-controllers found serious errors in
DOF Exhibit 12, For example, the Santa Cruz County Auditor-Controller
explained in a July 6, 2012 letter to DOF: *“The instructions from the
Department of Finance (DOF) require us to use Exhibit 12, posted on the DOF
website. The problem is that the figures listed for the January-June ROPS are
grossly inaccurate, and [ respectfully request that DOF correct Exhibit 12 for
four of the five Successor Agencies in Santa Cruz County.... [ have
communicated this problem to the Department of Finance staff through a series
of emails, and have been told to use the Exhibit 12 figures, correct or not. This
is not the solution for Santa Cruz County.”

(http://www.missionviejoca.org/pdfs/MVRedev_Exhibitl2wrong-

ACsLetter.pdf)

203. Government Code §11350(a) entitles “any interested person” to obtain a judicial
declaration as to the validity of any regulation or order. The plaintiff need not petition or seek
reconsideration before the agency betore seeking relief. (/d.)

204. There is no formal or further informal process in which the California cities or
successor agencics can obtain relief from the incorrect dollar figures stated on the auditor-
controllers’ demand statements or irom the other ad hoc decisions made by DOF.

205.  California law requires agencies such as DOF to adopt and provide regulations in
situations such as this to ensure fair and reasonable decision making rather than ad hoc and
variable decisions that differ from one to another. (E.g., BC Cotton, Inc. v. Voss (3d Dist. 1995)

33 Cal. App.4th 929, 951.)

-4 -
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1 PRAYER FOR WRIT OF SUPERSEDEAS,

STAY OR PRELIMINARY INJUNCTION

3 206.  Petitioners seek a writ of supersedeas and temporary stay as may be needed during
4 | the course of this action. The purpose of a stay is to preserve the status quo and protect the
5 | jurisdiction of the court pending resolution of the matter when, absent a stay, the continuing
proceedings may be rendered ineffective. (E.g., Varian Medical Systems, Inc. v. Delfino (2005)
35 Cal.4ti1 180, 189; Archibald v. Cinerama Hotels (1976) 15 Cal.3d 853, 857-38; Heritage

6
7
8 | Provider Network, Inc. v. Superior Court (2d Dist. 2008) 158 Cal.App.4th 1146, 1152; In re
9 | MM (1st Dist. 2007) 154 Cal.App.4th 897, 901.)

0

1 207. A stay may be denied if the remedy at law is adequate. As a normal rule, a

. § % | 1 monetary remedy is adequate. Mere existence of some remedy at law, however, will not defeat a

?; éé% 12: claim for equitable relief. (Quist v. Empire Water Co. (1928) 204 Cal. 646, 653; Varney v.

é%é% 13 | Superior Court (4th Dist.1992) 10 Cal.App.4th 1092, 1098.) Instead, the remedy at law must be

%gg% 14 adequate or sufficient under the circumstances of the case. The legal remedy “*must reach the

d é é 15 || whole mischiet and secure the whole right of the party in a perfect manner at the present time and
H

16 | not in the future. Otherwise, equity will interfere and give such relief and aid as the exigencies of
17 || the case may require.”” (Hicks v. Clayton (4th Dist.1977) 67 Cal.App.3d 251, 264, quoting Quist
18 | v. Empire Water Co. (1928) 204 Cal. 646, 652-53.) When litigants face the likelihood that
19 | money cannot be recovered, however, courts recognize that the remedy fails and a stay is
20 | warranted.

21 208.  Petitioners pray for a writ of supersedeas, preliminary injunction or stay of
22 | ABI1484, pending a determination of this Petition and Complaint on the merits, it circumstances

23 | reveal that such a stay or injunction is required to prevent undue harm.

24 209, Implementation of AB1484 has commenced and continued without coherent
25 | regulations, procedures or policies adopted in accordance with law. The Director of Finance
26 | should be required to propose procedures for completing the dissolution of the former RDAs that

27 | do not violate constitutional and other rights of bondholders and Petitioners.

FUTTR WA 4 ]
CRUZADS Ld7 .
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210, Implementation of AB1484 has and will adversely affect Petitioners, their
communities, California taxpayers, bondholders, and others as more tully set forth above.

WHEREFORE, Petitioners respectfully pray this Court to issue a writ of supersedeas,
preliminary injunction or stay of AB1484 pending a determination of this Petition and Complaint
on the merits.

PRAYER ON THE PETITION

NOW, THEREFORE, in accordance with California law and the foregoing allegations,
Petitioners pray for relief as tollows:

1. For issuance of a peremptory writ of mandate compelling Respondents to comply
with their mandatory, ministerial duty not to enforce Health & Safety Code §34183.5(b) as that
statute violates various provisions of the California Constitution;

2. For issuance of a peremptory writ of mandate compelling Respondent State Board
of Equalization to comply with its mandatory, ministerial duty not to withhold sales and use taxes
in violation of the California Constitution to the detriment of Petitioner City and all other
California cities;

3. For issuance of a peremptory writ of mandate compelling Respondents to comply
with their mandatory, ministerial duty not to withhold or transfer property taxes in violation of the
Calitornia Constitution to the detriment of Petitioner City and all other California cities;

4. For a peremptory writ of mandate compelling Respondents to comply fully with
all applicable laws;

5. Awarding attorneys’ fees to Petitioners to the extent permitted by law, including

Government Code §800, Code of Civil Procedure §§1021.5 and 1036,

6. Awarding costs to Petitioners; and
7. Awarding such other and further relief as may be appropriate.

PRAYER ON THE COMPLAINT
Petitioners further respectfully pray this Court cxercise its equitable powers to issue
extraordinary remedies, injunction and declaratory reliel to fashion relief for Petitioners as

follows:

SHUZST S R
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| [ Mandating that Respondents take no further steps to implement the penalty

[S9]

provisions of AB1484, including but not limited to, Health and Saftety Code §§34177(m)(2),
300 34179.6(h)(1)(A),  34179.6()(1NC), 34179.6(h)(2), 34179.6(h)(3). 34183.5(b)(2)(B), and

4 1 34183.5(b)(2)(C), because these provisions are unconstitutional and unenforceable;

5 2. Requiring county auditor-controllers to pay or restore the December 2011 tax
6 | increment into the appropriate RPTTF in their respective counties as required by the California
7 | Constitution and its implementing legislation without regard to the invalid provisions of AB1484;
8 3. Declaring the penalty provisions of AB 1484 unconstitutional and abrogating
9 | them, including but not limited to, Health and Safety Code §§34177(m)(2), 34179.6(h)(1)(A),
10} 34179.6(h)(1)(C), 34179.6(h)(2), 34179.6(h)(3), 34183.5(b)(2)(B), and 34183.5(b)(2)(C):

. § % 11 4, Issuing a permanent injunction against prospective enforcement or implementation
s é é% 12 | of the invalid provisions of AB1484 to the extent the injunctive remedy is less harmful to cities,
é § g % 13 | taxpayers and citizens than the enforcement or implementation of the provisions;

%gg% 14 5. Granting Petitioners City of Vallejo and Successor Agency a “final judicial
ggg I5 | determination of the amounts due and confirmation than those amounts have been paid” within
H

16 || the meaning of Health & Safety Code §34179.7;

17 6. Mandating that Department of Finance and other Respondents as appropriate
18 || prospectively engage in proper rulemaking as required by California law, performed on an
19 || emergency or expedited basis as the court directs to reduce the harm to Petitioners;

20 7. Awarding attorneys’ fees to Petitioners to the extent permitted by law, including

21 | Government Code §800, Code of Civil Procedure §§1021.5 and 1036:

22 8. Awarding costs to Petitioners; and

23 9. Awarding such other and further relief as may be appropriate.

24 | Dated: September 24, 2012 BEST BEST & KRIEGER LLP

25 p

=0 By: /7 W] TR e

- T. BRENT HAWKINS

L/

- Attorneys for Petitioners/Plaintiffs
SIS 0000189080 8 i
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VERIFICATION

I, Christopher K. McKenzie, declare:

I am the Executive Director for the League of California Cities, a Petitioner in this action.
[ have personal knowledge of the facts alleged in the foregoing Petition and Complaint based on
personal participation or on examination of original documents and copies of original documents
[ believe to be true and correct, as well as documents on the Department of Finance website, and
the Petition and Complaint contents are true of my own knowledge. |

I declare under penalty of perjury under the laws of the state of California that the

foregoing is true and correct and that this verification was executed in Sacramento, California, on

September 27, 2012.
CH I‘ETSTOPHER K. McKENZIE
82854.00001\7588250.5 .44 .

w
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* DEPARTMENT OF EDMUND (3. BROWN JR. *« BOVERNOR
e ITNANOC

CIFFICE OF THE DIRECTOR

July 20, 2012

Mr. Michael Amabile, Mr. Peter Michael, Mr, Erasmo Viveros
Merced Designated Local Authority acting as Successor to the Merced former Redevelopment
Agency

Dear Mr. Amabile, Mr. Michael, and Mr. Viveros:

The Department of Finance (Finance) is contacting you concerning a discrepancy between the
amount your Successor Agency was billed on July 9, 2012 by the county auditor-controller
pursuant to AB 1484, (Chapter 26, Statutes of 2012) and the amount that your Successor
Agency subsequently remitted to them on July 12, 2012.

As you know, county auditor-controllers were required by July 9, 2012 to calculate and bill
Successor Agencies for the amount of residual property tax revenue owed to cities, counties,
special districts, and K-14 schools (collectively known as Affected Taxing Entities) for the period
covered by the January 2012 through June 2012 Recognized Obligation Payment Schedule
(ROPS). Successor Agencies were required to remit the billed amount to the county auditor-
controller by July 12, 2012 for distribution to the Affected Taxing Entities.

AB 1484 provides for penalties when a Successor Agency fails to remit the full billed amount to
the county auditor-controller. These penalties are as follows:

* Both the Successor Agency and the City or County that operates the Successor Agency
are subject to civil penalties equal to 10 percent of the amount owed to the Affected
Taxing Entities, plus an additional monthly penalty equal to 1.5 percent of the amount
owed to the Affected Taxing Entities.

» The City or County that operates the Successor Agency may have its monthly sales and
use tax distributions withheld.

* The Successor Agency shall be prohibited from paying any Enforceable Obligations
other than bond debt service payments.

Before any penalties are imposed, Finance would like to provide you an opportunity to share
any information that you believe justifies the identified underpayment. At the very least, this
information should include the following:

*» The total amount of property tax available to the former redevelopment agency (RDA)
prior to the property tax distribution that was used to fund the January 2012 to
“June 2012 ROPS (in most counties this distribution was in December 2011).

= The total amount of property taxes received by the former RDA from the property tax
distribution that was used to fund the January 2012 to June 2012 ROPS.
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» |f applicable, explanation and documentation that shows the former RDA/Successor
Agency paid Finance-approved Enforceable Obligations on the January 2012-June 2012
ROPS using property tax revenues that were improperly coded on the ROPS as being
from reserves, or from sources other than property tax revenue.

¢« The Successor Agency's current property tax reserves, and an explanation of why those
sums cannot be used to pay the amount that the Successor Agency was billed on
July 9, 2012.

To ensure Successor Agencies have an opportunity to explain any potentially mitigating
circumstances, Finance does not intend to withhold sales and use tax revenues from cities or
counties until the September 2012 sales and use tax disbursement, as authorized by Health and
Safety Code section 34183.5. Nor does Finance intend to seek any civil penalties against
Successor Agencies and cities and counties until September.

If a Successor Agency disputes its billing, it must submit information to Finance by July 31, 2012
that convincingly demonstrates its underpayment was legally justified. In such cases, Finance
will ensure no penalties are applied to either the Successor Agency or to the city or county. If
such information is not presented by July 31, 2012, and if the Successor Agency continues to
refuse to pay the full billed amount, Finance will ensure the penalties required by AB 1484 are
applied.

Please submit any pertinent information to redevelopment administration@dof.ca.qov, and
please title the e-mail “(Name of Successor Agency) July Billing Dispute Information”. If you
have previously submitted information to Finance concerning your disputed billing, please
resubmit that information to ensure it is properly routed to the appropriate staff.

To ensure Finance has time to carefully consider your information, | suggest you send it as soon
as possible. If you have any questions in the interim, please call (316) 445-15486.

b s

ANA J. MATOSANTOS
Director

Sincerely

cc: County Auditor-Controller
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Assembly Bill No. 1484

CHAPTER 26

An act to amend Section 53760.1 of the Government Code, and to amend Sections 33500, 33501,
34163, 34171, 34173, 34175, 34176, 34177, 34178, 34179, 34180, 34181, 34182, 34183, 34185,
34186, 34187, 34188, and 34189 of, to add Sections 34167.10, 34177.3, 34177.5, 34178.8, 34179.5,
34179.6, 34179.7, 34179.8, 34182.5, 34183.5, 34189.1, 34189.2, and 34189.3 to, to add Chapter 9
(commencing with Section 34191.1) to Part 1.85 of Division 24 of, and to add and repeal Section
34176.5 of, the Health and Safety Code, relating to community redevelopment, and making an
appropriation therefor, to take etfect immediately, bill related to the budget.

[Approved by Governor June 27, 2012. Filed with
Secretary of State June 27, 2012.]

LEGISLATIVE COUNSEL'S DIGEST

AB 1484, Committee on Budget. Community redevelopment.

The Community Redevelopment Law authorizes the establishment of redevelopment
agencies in communities to address the effects of blight, and, among other things, provides that an
action may be brought to review the validity of specified agency actions, findings, or determinations
that occurred after January 1, 2011, within 2 years of the triggering event.

This bill would toll the time limit for bringing an action until the Department of Finance
issues a finding of completion to the successor agency.

Existing law dissolved redevelopment agencies and community development agencies,
as of February 1, 2012, and provides for the designation of successor agencies, as defined. Existing law
requires successor agencies to wind down the affairs of the dissolved redevelopment agencies and to,
among other things, make payments due for enforceable obligations, as defined, perform obligations
required pursuant to any enforceable obligation, dispose of all assets of the former redevelopment
agency, and to remit unencumbered balances of redevelopment agency funds, including housing funds,
to the county auditor-controller for distribution to taxing entities.

Existing law authorizes the city, county, or city and county that authorized the creation of a
redevelopment agency to retain the housing assets, functions, and powers previously performed by
the redevelopment agency, excluding amounts on deposit in the Low and Moderate Income Housing
Fund.

The bill would modify provisions relating to the transfer of housing responsibilities associated
with dissolved redevelopment agencies and would define the term “housing asset” for these purposes.
The bill would impose
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new requirements on successor agencies with regard to the submittal of the Recognized Obligation
Payment Schedule, the conducting of a due diligence review to determine the unobligated balances
available for transfer to affected taxing entities, and the recovery and subsequent remittance of funds
determined to have been transferred absent an enforceable obligation. The bill would authorize the
Department of Finance to issue a finding of completion to a successor agency that completes the
due diligence review and meets other requirements. Upon receiving a finding of completion, the bill
would authorize the successor agency to participate in a loan repayment program and limited property
management activities.

Existing law authorizes the Department of Finance and the Controller to require any documents
associated with enforceable obligations to be provided to them in a manner of their choosing.

The bill would authorize the county auditor-controller and the department, under specified
circumstances, to require the return of funds improperly spent or transferred to a public entity and
would authorize the department and the Controller to require the State Board of Equalization and the
county auditor-controller to offset sales and use tax and property tax allocations, respectively, to the
local agency. The bill would authorize the Controller to review the activities of a successor agency to
determine if an improper asset transfer had occurred between the successor agency and the city or
county that created the former redevelopment agency, and would require the Controller to order
the return of these assets if such an asset transfer did occur.

The bill would impose new requirements on the county auditor-controller relating to the
allocation of property tax revenues to affected taxing entities during a specified timeframe. By
imposing additional duties upon local public officials, the bill would create a state-mandated local
program.

The bill would appropriate up to $22,000,000 to the Department of Finance from the General
Fund for costs associated with the bill, as specified.

The California Constitution requires the state to reimburse local agencies and school districts
for certain costs mandated by the state. Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that no reimbursement is required by this act for a specified reason.

This bill would declare that it is to take effect immediately as a bill providing for
appropriations related to the Budget Bill.

Appropriation: yes.

The people of the State of California do enact as follows:

SECTION 1. Section 53760.1 of the Government Code is amended to read:
53760.1. As used in this article the following terms have the following meanings:
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(a) “Chapter 97 means Chapter 9 (commencing with Section 901) of Title 1 of the United
States Code.

(b) “Creditor” means either of the following:

(1) An entity that has a noncontingent claim against a municipality that arose at the time of or
before the commencement of the neutral evaluation process and whose claim represents at least five
million dollars ($5,000,000) or comprises more than 5 percent of the local public entity’s debt or
obligations, whichever is less.

(2) An entity that would have a noncontingent claim against the municipality upon the
rejection of an executory contract or unexpired lease in a Chapter 9 case and whose claim would
represent at least five million dollars ($5,000,000) or comprises more than 5 percent of the local public
entity’s debt or obligations, whichever is less.

(c) “Debtor” means a local public entity that may file for bankruptcy under Chapter 9.

(d) “Good faith” means participation by a party in the neutral evaluation process with the intent to
negotiate toward a resolution of the issues that are the subject of the neutral evaluation process,
including the timely provision of complete and accurate information to provide the relevant parties
through the neutral evaluation process with sufficient information, in a confidential manner, to
negotiate the readjustment of the municipality’s debt.

(e) “Interested party” means a trustee, a committee of creditors, an affected creditor, an
indenture trustee, a pension fund, a bondholder, a union that, under its collective bargaining agreements,
has standing to initiate contract or debt restructuring negotiations with the municipality, or a
representative selected by an association of retired employees of the public entity who receive income
from the public entity convening the neutral evaluation. A local public entity may invite holders of
contingent claims to participate as interested parties in the neutral evaluation if the local public entity
determines that the contingency is likely to occur and the claim may represent five million dollars
($5,000,000) or comprise more than 5 percent of the local public entity’s debt or obligations, whichever
is less.

(f) “Local public entity” means any county, city, district, public authority, public agency, or other
entity, without limitation, that is a municipality as defined in Section 101(40) of Title 11 of the
United States Code (bankruptcy), or that qualifies as a debtor under any other federal bankruptcy law
applicable to local public entities, and also includes a successor agency to a redevelopment agency
created pursuant to Part 1.85 (commencing with Section 34170) of Division 24 of the Health and Safety
Code. For purposes of this article, “local public entity” does not include a school district.

(g) “Local public entity representative” means the person or persons designated by the local
public agency with authority to make recommendations and to attend the neutral evaluation on
behalf of the goveming body of the municipality.
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(h) “Neutral evaluation” is a form of alternative dispute resolution that may be known as
mandatory mediation. A “neutral evaluator” may also be known as a mediator.

SEC. 2. Section 33500 of the Health and Safety Code is amended to read:

33500. (a) Notwithstanding any other provision of law, including Section 33501, an action may be
brought to review the validity of the adoption or amendment of a redevelopment plan at any time
within 90 days after the date of the adoption of the ordinance adopting or amending the plan, if the
adoption of the ordinance occurred prior to January 1, 2011.

(b) Notwithstanding any other provision of law, including Section 33501, an action may be
brought to review the validity of any findings or determinations by the agency or the legislative
body at any time within 90 days after the date on which the agency or the legislative body made those
findings or determinations, if the findings or determinations occurred prior to January 1, 2011.

(¢) Notwithstanding any other law, including Section 33501, an action may be brought to
review the validity of the adoption or amendment of a redevelopment plan at any time within two
years after the date of the adoption of the ordinance adopting or amending the plan, if the adoption
of the ordinance occurred after January 1, 2011.

(d) Notwithstanding any other law, including Section 33501, an action may be brought to
review the validity of any findings or determinations by the agency or the legislative body at any time
within two years after the date on which the agency or the legislative body made those findings or
determinations, if the findings or determinations occurred after January 1, 201 1.

(e) The time limit for bringing an action under subdivision (c) or (d) shall be tolled with respect to
the adoptions, findings, and determinations of any former redevelopment agency or its legislative body
until the Department of Finance has issued a finding of completion to the successor agency of that
former redevelopment agency pursuant to Section 34179.7. Subdivisions (c) and (d) shall not apply to any
adoption, finding, or determination of any former redevelopment agency or its legislative body after the
department has issued a finding of completion to the successor agency of that former redevelopment
agency pursuant to Section 34179.7.

SEC. 3. Section 33501 of the Health and Safety Code is amended to read:

33501. (a) An action may be brought pursuant to Chapter 9 (commencing with Section 860) of
Title 10 of Part 2 of the Code of Civil Procedure to determine the validity of bonds and the
redevelopment plan to be financed or refinanced, in whole or in part, by the bonds, or to determine the
validity of a redevelopment plan not financed by bonds, including without limiting the generality of the
foregoing, the legality and validity of all proceedings theretofore taken for or in any way connected with
the establishment of the agency, its authority to transact business and exercise its powers, the
designation of the survey area, the selection of the project area, the
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formulation of the preliminary plan, the validity ot the finding and determination that the project
area is predominantly urbanized, and the validity of the adoption of the redevelopment plan, and also
including the legality and validity of all proceedings theretofore taken and (as provided in the bond
resolution) proposed to be taken for the authorization, issuance, sale, and delivery of the bonds, and for
the payment of the principal thereof and interest thereon.

(b) Notwithstanding subdivision (a), an action to determine the validity of a redevelopment
plan, or amendment to a redevelopment plan that was adopted prior to January 1, 2011, may be brought
within 90 days after the date of the adoption of the ordinance adopting or amending the plan.

(¢) Any action that is commenced on or after January 1, 2011, which is brought pursuant to
Chapter 9 (commencing with Section 860) of Title 10 of Part 2 of the Code of Civil Procedure to
determine the validity or legality of any issue, document, or action described in subdivision (a), may
be brought within two years after any triggering event that occurred after January 1, 2011. The time
limit for bringing an action under this subdivision shall be tolled with respect to the validity or legality of
any issue, document, or action described in subdivision (a) of any former redevelopment agency or its
legislative body until the Department of Finance has issued a finding of completion to the successor
agency of that former redevelopment agency pursuant to Section 34179.7. This subdivision shall not
apply to any adoption, finding, or determination of any former redevelopment agency or its
legislative body after the department has issued a finding of completion to the successor agency of that
former redevelopment agency pursuant to Section 34179.7.

(d) For the purposes of protecting the interests of the state, the Attorney General and the
Department of Finance are interested persons pursuant to Section 863 of the Code of Civil Procedure in
any action brought with respect to the validity of an ordinance adopting or amending a redevelopment
plan pursuant to this section.

(e) For purposes of contesting the inclusion in a project area of lands that are enforceably
restricted, as that term is defined in Sections 422 and 422.5 of the Revenue and Taxation Code, or lands
that are in agricultural use, as defined in subdivision (b) of Section 51201 of the Government Code, the
Department of Conservation, the county agricultural commissioner, the county farm bureau, the
California Farm Bureau Federation, and agricultural entities and general farm organizations that provide a
written request for notice, are interested persons pursuant to Section 863 of the Code of Civil Procedure, in
any action brought with respect to the validity of an ordinance adopting or amending a redevelopment
plan pursuant to this section.

SEC. 4. Section 34163 of the Health and Safety Code is amended to read:

34163. Notwithstanding Part 1 (commencing with Section 33000), Part 1.5 (commencing with
Section 34000), Part 1.6 (commencing with Section 34030), and Part 1.7 (commencing with Section
34100), or any other law,
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commencing on the effective date of this part, an agency shall not have the authority to, and shall not, do
any of the following:

(a) Make loans or advances or grant or enter into agreements to provide funds or provide financial
assistance of any sort to any entity or person for any purpose, including, but not limited to, all of the
following:

(1) Loans of moneys or any other thing of value or commitments to provide financing to
nonprofit organizations to provide those organizations with financing for the acquisition, construction,
rehabilitation, refinancing, or development of multifamily rental housing or the acquisition of
commercial property for lease, each pursuant to Chapter 7.5 (commencing with Section 33741) of Part 1.

(2) Loans of moneys or any other thing of value for residential construction,
improvement, or rehabilitation pursuant to Chapter 8 (commencing with Section 33750) of Part 1.
These include, but are not limited to, construction loans to purchasers of residential housing, mortgage
loans to purchasers of residential housing, and loans to mortgage lenders, or any other entity, to aid in
financing pursuant to Chapter 8 (commencing with Section 33750).

(3) The purchase, by an agency, of mortgage or construction loans from mortgage lenders or from
any other entities.

(b) Enter into contracts with, incur obligations, or make commitments to, any entity, whether
governmental, tribal, or private, or any individual or groups of individuals for any purpose, including, but
not limited to, loan agreements, passthrough agreements, regulatory agreements, services contracts,
leases, disposition and development agreements, joint exercise of powers agreements, contracts for the
purchase of capital equipment, agreements for redevelopment activities, including, but not limited to,
agreements for planning, design, redesign, development, demolition, alteration, construction,
reconstruction, rehabilitation, site remediation, site development or improvement, removal of graffiti, land
clearance, and seismic retrofits.

(c) Amend or modify existing agreements, obligations, or commitments with any entity, for any
purpose, including, but not limited to, any of the following:

(1) Renewing or extending term of leases or other agreements, except that the agency may
extend lease space for its own use to a date not to exceed six months after the effective date of the act
adding this part and for a rate no more than 5 percent above the rate the agency currently pays on a monthly
basis.

(2) Modifying terms and conditions of existing agreements, obligations, or commitments.

(3) Forgiving all or any part of the balance owed to the agency on existing loans or extend the term
or change the terms and conditions of existing loans.

(4) Making any future deposits to the Low and Moderate Income Housing Fund created pursuant to
Section 33334.3.
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(5) Transferring funds out of the Low and Moderate Income Housing Fund, except to meet the
minimum housing-related obligations that existed as of January [, 2011, to make required payments
under Sections 33690 and 33690.5, and to borrow funds pursuant to Section 34168.3.

(d) Dispose of assets by sale, long-term lease, gift, grant, exchange, transfer, assignment, or
otherwise, for any purpose, including, but not limited to, any of the following:

(1) Assets, including, but not limited to, real property, deeds of trust, and mortgages held by the
agency, moneys, accounts receivable, contract rights, proceeds of insurance claims, grant proceeds,
settlement payments, rights to receive rents, and any other rights to payment of whatever kind.

(2) Real property, including, but not limited to, land, land under water and waterfront property,
buildings, structures, fixtures, and improvements on the land, any property appurtenant to, or used in
connection with, the land, every estate, interest, privilege, easement, franchise, and right in land, including
rights-of-way, terms for years, and liens, charges, or encumbrances by way of judgment, mortgage, or
otherwise, and the indebtedness secured by the liens.

(e) Acquire real property by any means for any purpose, including, but not limited to, the
purchase, lease, or exercnsmg of an option to purchase or lease, exchange, subdivide, transfer, assume,
obtain option upon, acquire by gift, grant, bequest, devise, or otherwise acquire any real property, any
interest in real property, and any improvements on it, including the repurchase of developed property
previously owned by the agency and the acquisition of real property by eminent domain; provided,
however, that nothing in this subdivision is intended to prohibit the acceptance or transfer of title for real
property acquired prior to the effective date of this part.

(f) Transfer, assign, vest, or delegate any of its assets, funds, rights, powers, ownership
interests, or obligations for any purpose to any entity, including, but not limited to, the community, the
legislative body, another member of a joint powers authority, a trustee, a receiver, a partner entity,
another agency, a nonprofit corporation, a contractual counterparty, a public body, a limited-equity housing
cooperative, the state, a political subdivision of the state, the federal government, any private entity, or an
individual or group of individuals.

(g) Accept financial or other assistance from the state or federal government or any public
or private source if the acceptance necessitates or is conditioned upon the agency incurring
indebtedness as that term is described in this part.

SEC. 5. Section 34167.10 is added to the Health and Safety Code, to read:

34167.10. (a) Notwithstanding any other law, for purposes of this part and Part 1.85
(commencing with Section 34170), the definition of a city, county, or city and county includes, but is
not limited to, the following entities:

(1) Any reporting entity of the city, county, or city and county for purposes of its
comprehensive annual financial report or similar report.
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(2) Any component unit of the city, county, or city and county.

(3) Any entity which is controlled by the city, county, or city and county, or for which the city,
county, or city and county is financially responsible or accountable.

(b) The following factors shall be considered in determining that an entity is controlled by the
city, county, or city and county, and are therefore included in the definition of a city, county, or city
and county for purposes of this part and Part 1.85 (commencing with Section 34170):

(1) The city, county, or city and county exercises substantial municipal control over the entity’s
operations, revenues, or expenditures.

(2) The city, county, or city and county has ownership or control over the entity’s property or
facilities.

(3) The city, county, or city and county and the entity share common or overlapping governing
boards, or coterminous boundaries. ,

(4) The city, county, or city and county was involved in the creation or formation of the entity.

(5) The entity performs functions customarily or historically performed by municipalities and
financed thorough levies of property taxes.

(6) The city, county, or city and county provides administrative and related business support for
the entity, or assumes the expenses incurred in the normal daily operations of the entity.

(¢) For purposes of this section, it shall not be relevant that the entity is formed as a separate legal
entity, nonprofit corporation, or otherwise, or is not subject to the constitution debt limitation otherwise
applicable to a city, county, or city and county. The provisions in this section are declarative of existing law
as the entities described herein are and were intended to be included within the requirements of this part
and Part 1.85 (commencing with Section 34170) and any attempt to determine otherwise would thwart
the intent of these two parts. ;

SEC. 6. Section 34171 of the Health and Safety Code is amended to read:

34171. The following terms shall have the following meanings:

(a) “Administrative budget” means the budget for administrative costs of the successor
agencies as provided in Section 34177.

(b) “Administrative cost allowance” means an amount that, subject to the approval of the
oversight board, is payable from property tax revenues of up to 5 percent of the property tax allocated
to the successor agency on the Recognized Obligation Payment Schedule covering the period January
1, 2012, through June 30, 2012, and up to 3 percent of the property tax allocated to the Redevelopment
Obligation Retirement Fund money that is allocated to the successor agency for each fiscal year thereafter;
provided, however, that the amount shall not be less than two hundred fifty thousand dollars ($250,000),
unless the oversight board reduces this amount, for any fiscal year or such lesser amount as agreed to by
the successor agency. However, the allowance amount shall exclude, and shall not apply to, any
administrative costs that can be paid from bond proceeds or from sources other than property tax.
Administrative cost allowances shall exclude any
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litigation expenses related to assets or obligations, settlements and judgments, and the costs of maintaining
assets prior to disposition. Employee costs associated with work on specific project implementation
activities, including, but not limited to, construction inspection, project management, or actual
construction, shall be considered project-specific costs and shall not constitute administrative costs.

(¢) “Designated local authority” shall mean a public entity formed pursuant to subdivision (d)
of Section 34173.

(d) (1) “Enforceable obligation” means any of the following:

(A) Bonds, as defined by Section 33602 and bonds issued pursuant to Chapter 10.5 (commencing
with Section 5850) of Division 6 of Title 1 of the Government Code, including the required debt service,
reserve set-asides, and any other payments required under the indenture or similar documents governing the
issuance of the outstanding bonds of the former redevelopment agency. A reserve may be held when
required by the bond indenture or when the next property tax allocation will be insufficient to pay
all obligations due under the provisions of the bond for the next payment due in the following half of
the calendar year.

(B) Loans of moneys borrowed by the redevelopment agency for a lawful purpose, to the extent they
are legally required to be repaid pursuant to a required repayment schedule or other mandatory loan
terms.

(C) Payments required by the federal government, preexisting obligations to the state or
obligations imposed by state law, other than passthrough payments that are made by the county auditor-
controller pursuant to Section 34183, or legally enforceable payments required in connection with the
agencies’ employees, including, but not limited to, pension payments, pension obligation debt
service, unemployment payments, or other obligations conferred through a collective bargaining
agreement. Costs incurred to fulfill collective bargaining agreements for layoffs or terminations of city
employees who performed work directly on behalf of the former redevelopment agency shall be
considered enforceable obligations payable from property tax funds. The obligations to employees
specified in this subparagraph shall remain enforceable obligations payable from property tax funds for
any employee to whom those obligations apply if that employee is transferred to the entity assuming the
housing functions of the former redevelopment agency pursuant to Section 34176. The successor agency or
designated local authority shall enter into an agreement with the housing entity to reimburse it for any
costs of the employee obligations.

(D) Judgments or settlements entered by a competent court of law or binding arbitration
decisions against the former redevelopment agency, other than passthrough payments that are
made by the county auditor-controller pursuant to Section 34183. Along with the successor agency,
the oversight board shall have the authority and standing to appeal any judgment or to set aside any
settlement or arbitration decision.

(E) Any legally binding and enforceable agreement or contract that is not otherwise void as
violating the debt limit or public policy. However, nothing in this act shall prohibit either the
successor agency, with the
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approval or at the direction of the oversight board, or the oversight board itself from terminating any
existing agreements or contracts and providing any necessary and required compensation or
remediation for such termination. Titles of or headings used on or in a document shall not be relevant
in determining the existence of an enforceable obligation.

(F) Contracts or agreements necessary for the administration or operation of the successor
agency, in accordance with this part, including, but not limited to, agreements concerning litigation
expenses related to assets or obligations, settlements and judgements, and the costs of maintaining assets
prior to disposition, and agreements to purchase or rent office space, equipment and supplies, and pay-
related expenses pursuant to Section 33127 and for carrying insurance pursuant to Section 33134.

(G) Amounts borrowed from, or payments owing to, the Low and Moderate Income
Housing Fund of a redevelopment agency, which had been deferred as of the effective date of the act
adding this part; provided, however, that the repayment schedule is approved by the oversight board.
Repayments shall be transferred to the Low and Moderate Income Housing Asset Fund established
pursuant to subdivision (d) of Section 34176 as a housing asset and shall be used in a manner consistent
with the affordable housing requirements of the Community Redevelopment Law (Part | (commencing
with Section 33000)).

(2) For purposes of this part, “enforceable obligation” does not include any agreements,
contracts, or arrangements between the city, county, or city and county that created the redevelopment
agency and the former redevelopment agency. However, written agreements entered into (A) at the
time of issuance, but in no event later than December 31, 2010, of indebtedness obligations, and (B)
solely for the purpose of securing or repaying those indebtedness obligations may be deemed
enforceable obligations for purposes of this part. Notwithstanding this paragraph, loan agreements entered
into between the redevelopment agency and the city, county, or city and county that created it, within
two years of the date of creation of the redevelopment agency, may be deemed to be enforceable
obligations.

(3) Contracts or agreements between the former redevelopment agency and other public
agencies, to perform services or provide funding for governmental or private services or capital projects
outside of redevelopment project areas that do not provide benefit to the redevelopment project and thus
were not properly authorized under Part 1 (commencing with Section 33000) shall be deemed void on the
ctfective date of this part; provided, however, that such contracts or agreements for the provision of
housing properly authorized under Part 1 (commencing with Section 33000) shall not be deemed void.

(e) “Indebtedness obligations” means bonds, notes, certificates of participation, or other
evidence of indebtedness, issued or delivered by the redevelopment agency, or by a joint exercise of
powers authority created by the redevelopment agency, to third-party investors or bondholders to
finance or refinance redevelopment projects undertaken by the
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redevelopment agency in compliance with the Community Redevelopment Law (Part | (commencing
with Section 33000)).

(£) *Oversight board” shall mean each entity established pursuant to Section 34179.

(g) “Recognized obligation’” means an obligation listed in the Recognized Obligation Payment
Schedule.

(h) “Recognized Obligation Payment Schedule’” means the document setting forth the minimum
payment amounts and due dates of payments required by enforceable obligations for each six-month
fiscal period as provided in subdivision (m) of Section 34177.

(i) “School entity” means any entity defined as such in subdivision (f) of Section 95 of the
Revenue and Taxation Code.

(j) “Successor agency” means the successor entity to the former redevelopment agency as
described in Section 34173.

(k) “Taxing entities” means cities, counties, a city and county, special districts, and school
entities, as defined in subdivision (f) of Section 95 of the Revenue and Taxation Code, that receive
passthrough payments and distributions of property taxes pursuant to the provisions of this part.

(I) Property taxes” include all property tax revenues, including those from unitary and
supplemental and roll corrections applicable to tax increment.

(m) “Department” means the Department of Finance unless the context clearly refers to another
state agency.

(n) “Sponsoring entity”” means the city, county, or city and county, or other entity that
authorized the creation of each redevelopment agency.

(o) “Final judicial determination” means a final judicial determination made by any state court
that is not appealed, or by a court of appellate jurisdiction that is not further appealed, in an action by
any party.

SEC. 7. Section 34173 of the Health and Safety Code is amended to read:

34173. (a) Successor agencies, as defined in this part, are hereby designated as successor
entities to the former redeveiopment agencies.

(b) Except for those provisions of the Community Redevelopment Law that are repealed,
restricted, or revised pursuant to the act adding this part, all authority, rights, powers, duties, and
obligations previously vested with the former redevelopment agencies, under the Community
Redevelopment Law, are hereby vested in the successor agencies.

(c) (1) If the redevelopment agency was in the form of a joint powers authority, and if the joint
powers agreement governing the formation of the joint powers authority addresses the allocation of assets
and liabilities upon dissolution of the joint powers authority, then each of the entities that created the
former redevelopment agency may be a successor agency within the meaning of this part and each shall
have a share of assets and liabilities based on the provisions of the joint powers agreement.

(2) If the redevelopment agency was in the form of a joint powers authority, and if the joint
powers agreement governing the formation of the joint powers authority does not address the allocation
of assets and liabilities
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upon dissolution of the joint powers authority, then each of the entities that created the former
redevelopment agency may be a successor agency within the meaning of this part, a proportionate share
of the assets and liabilities shall be based on the assessed value in the project areas within each entity’s
jurisdiction, as determined by the county assessor, in its jurisdiction as compared to the assessed value of
land within the boundaries of the project areas of the former redevelopment agency.

(dy (1) A city, county, 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 under
this part. A city, county, city and county, or any member of a joint powers authority that elects not to
serve as a successor agency under this part must file a copy of a duly authorized resolution of its
governing board to that effect with the county auditor-controller no later than January 13, 2012.

(2) The determination of the first local agency that elects to become the successor agency shall be
made by the county auditor-controller based on the earliest receipt by the county auditor-controller of a
copy of a duly adopted resolution of the local agency’s governing board authorizing such an election.
As used in this section, “local agency” means any city, county, city and county, or special district in the
county of the former redevelopment agency.

(3) (A) If no local agency elects to serve as a successor agency for a dissolved redevelopment
agency, a public body, referred to herein as a ““designated local authority” shall be immediately formed,
pursuant to this part, in the county and shall be vested with all the powers and duties of a successor agency
as described in this part. The Governor shall appoint three residents of the county to serve as the governing
board of the authority. The designated local authority shall serve as successor agency until a local
agency elects to become the successor agency in accordance with this section.

(B) Designated local authority members are protected by the immunities applicable to public
entities and public employees governed by Part 1 (commencing with Section 810) and Part 2
(commencing with Section 814) of Division 3.6 of Title 1 of the Government Code.

(4) A city, county, or city and county, or the entities forming the joint powers authority that
authorized the creation of a redevelopment agency and that elected not to serve as the successor agency
under this part, may subsequently reverse this decision and agree to serve as the successor agency pursuant to
this section. Any reversal of this decision shall not become effective for 60 days after notice has been
given to the current successor agency and the oversight board and shall not invalidate any action of the
successor agency or oversight board taken prior to the effective date of the transfer of responsibility.

(e) The lability of any successor agency, acting pursuant to the powers granted under the act
adding this part, shall be limited to the extent of the total sum of property tax revenues it receives
pursuant to this part and the
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value of assets transferred to it as a successor agency for a dissolved redevelopment agency.

(5 Any existing cleanup plans and liability limits authorized under the Polanco Redevelopment Act
(Article 12.5 (commencing with Section 33459) of Chapter 4 of Part 1) shall be transferred to the
successor agency and may be transferred to the successor housing entity at that entity’s request.

(g) A successor agency is a separate public entity from the public agency that provides for its
governance and the two entities shall not merge. The liabilities of the former redevelopment agency
shall not be transferred to the sponsoring entity and the assets shall not become assets of the sponsoring
entity. A successor agency has its own name, can be sued, and can sue. All litigation involving a
redevelopment agency shall automatically be transferred to the successor agency. The separate
former redevelopment agency employees shall not automatically become sponsoring entity
employees of the sponsoring entity and the successor agency shall retain its own collective bargaining
status. As successor entities, successor agencies succeed to the organizational status of the former
redevelopment agency, but without any legal authority to participate in redevelopment activities, except
to complete any work related to an approved enforceable obligation. Each successor agency shall be
deemed to be a local entity for purposes of the Ralph M. Brown Act (Chapter 9 (commencing with
Section 54950) of Part 1 of Division 2 of Title 5 of the Government Code).

(h) The city, county, or city and county that authorized the creation of a redevelopment agency may
loan or grant funds to a successor agency for administrative costs, enforceable obligations, or project-
related expenses at the city’s discretion, but the receipt and use of these funds shall be reflected on .
the Recognized Obligation Payment Schedule or the administrative budget and therefore are subject
to the oversight and approval of the oversight board. An enforceable obligation shall be deemed to be
created for the repayment of those loans.

(1) At the request of the city, county, or city and county, notwithstanding Section 33205, all land use
related plans and functions of the former redevelopment agency are hereby transferred to the city, county,
or city and county that authorized the creation of a redevelopment agency; provided, however, that the
city, county, or city and county shall not create a new project area, add territory to, or expand or change
the boundaries of a project area, or take any action that would increase the amount of obligated property
tax (formerly tax increment) necessary to fulfill any existing enforceable obligation beyond what was
authorized as of June 27, 2011.

SEC. 8. Section 34175 of the Health and Safety Code is amended to read:

34175. (a) It is the intent of this part that pledges of revenues associated with enforceable
obligations of the former redevelopment agencies are to be honored. It is intended that the cessation of
any redevelopment agency shall not affect either the pledge, the legal existence of that pledge, or the
stream of revenues available to meet the requirements of the pledge.
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(b) All assets, properties, contracts, leases, books and records, buildings, and equipment of the
former redevelopment agency are transferred on February 1, 2012, to the control of the successor agency,
for administration pursuant to the provisions of this part. This includes all cash or cash equivalents and
amounts owed to the redevelopment agency as of February 1, 2012. Any legal or contractual restrictions
on the use of these funds or assets shall also be transferred to the successor agency.

SEC. 9. Section 34176 of the Health and Safety Code is amended to read:

34176. (a) (1) The city, county, or city and county that authorized the creation of a
redevelopment agency may elect to retain the housing assets and functions previously performed by the
redevelopment agency. If a city, county, or city and county elects to retain the authority to perform housing
functions previously performed by a redevelopment agency, all rights, powers, duties, obligations, and
housing assets, as defined in subdivision (e), 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.

(2) The entity assuming the housing functions of the former redevelopment agency 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). The Department of Finance
shall prescribe the format for the submission of the list. The list shall include assets transferred between
February 1, 2012, and the date upon which the list is created. The department shall have up to 30 days
from the date of receipt of the list to object to any of the assets or transfers of assets identified on the list. If
the Department of Finance objects to assets on the list, the entity assuming the housing functions of the
former redevelopment agency may request a meet and confer process within tive business days of receiving
the department objection. If the transferred asset is deemed not to be a housing asset as definzd in
subdivision (e), it shall be returned to the successor agency and the provision of Section 34178.8 may
apply. If a housing asset has been previously pledged to pay for bonded indebtedness, the successor
agency shall maintain control of the asset in order to pay for the bond debt.

(b) 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 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 as follows:

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

(2) If there is one local housing authority in the territorial jurisdiction of the former
redevelopment agency, to that local housing authority.
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(3) If there is more than one local housing authority in the territorial jurisdiction of the former
redevelopment agency, to the local housing authority selected by the city, county, or city and county that
authorized the creation of the redevelopment agency.

(¢) Commencing on the operative date of this part, the entity that assumes the housing functions
formerly performed by the redevelopment agency and receives the transferred housing assets may
enforce atfordability covenants and perform related activities pursuant to applicable provisions of the
Community Redevelopment Law (Part 1 (commencing with Section 33000)), including, but not limited to,
Section 33418,

(d) Except as specifically provided in Section 34191.4, any funds transferred to the city,
county, or city and county or designated entity pursuant to this section, together with any funds
generated from housing assets, as defined in subdivision (e), shall be maintained in a separate Low and
Moderate Income Housing Asset Fund which is hereby created in the accounts of the entity assuming the
housing functions pursuant to this section. Funds in this account shall be used in accordance with
applicable housing-related provisions of the Community Redevelopment Law (Part 1 (commencing with
Section 33000)).

(e) For purposes of this part, “*housing asset” includes all of the following:

(1) Any real property, interest in, or restriction on the use of real property, whether improved or not, and
any personal property provided in residences, including furniture and appliances, all housing-related files
and loan documents, office supplies, software licenses, and mapping programs, that were acquired for
low- and moderate-income housing purposes, either by purchase or through a loan, in whole or in part,
with any source of funds.

(2) Any funds that are encumbered by an enforceable obligation to build or acquire low- and
moderate-income housing, as defined by the Community Redevelopment Law (Part 1 (commencing with
Section 33000)) unless required in the bond covenants to be used for repayment purposes of the bond.

(3) Any loan or grant receivable, funded from the Low and Moderate Income Housing Fund,
from homebuyers, homeowners, nonprofit or for-profit developers, and other parties that require
occupancy by persons of low or moderate income as defined by the Community Redevelopment Law
(Part 1 (commencing with Section 33000)).

(4) Any funds derived from rents or operation of properties acquired for low- and moderate-
income housing purposes by other parties that were financed with any source of funds, including residual
receipt payments from developers, conditional grant repayments, cost savings and proceeds from
refinancing, and principal and interest payments from homebuyers subject to enforceable income limits.

(5) A stream of rents or other payments from housing tenants or operators of low- and moderate-
income housing financed with any source of funds that are used to maintain, operate, and enforce the
affordability of housing or for enforceable obligations associated with low- and moderate-income
housing.
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(6) (A) Repayments of loans or deferrals owed to the Low and Moderate Income Housing Fund
pursuant to subparagraph (G) of paragraph (1) of subdivision (d) of Section 34171, which shall be used
consistent with the affordable housing requirements in the Community Redevelopment Law (Part 1
(commencing with Section 33000)).

(B) Loan or deferral repayments shall not be made prior to the 20 13-14 fiscal year. Beginning in
the 20 13-14 fiscal year, the maximum repayment amount authorized each fiscal year for repayments
made pursuant to this paragraph and subdivision (b) of Section 34191.4 combined shall be equal to one-
half of the increase between the amount distributed to taxing entities pursuant to paragraph (4) of
subdivision (a) of Section 34183 in that fiscal year and the amount distributed to taxing entities pursuant
to that paragraph in the 20 12-13 base year. Loan or deferral repayments made pursuant to this
paragraph shall take priority over amounts to be repaid pursuant to subdivision (b) of Section 34191 4.

(B If a development includes both low- and moderate-income housing that meets the definition
of a housing asset under subdivision (e) and other types of property use, including, but not limited to,
commercial use, governmental use, open space, and parks, the oversight board shall consider the overall
value to the community as well as the benefit to taxing entities of keeping the entire development
intact or dividing the title and control over the property between the housing successor and the
successor agency or other public or private agencies. The disposition of those assets may be accomplished
by a revenue-sharing arrangement as approved by the oversight board on behalf of the affected taxing
entities.

(g) (1) (A) The entity assuming the housing functions pursuant to this section may designate
the use of and commit indebtedness obligation proceeds that remain after the satisfaction of
enforceable obligations that have been approved in a Recognized Obligation Payment Schedule and that
are consistent with the indebtedness obligation covenants. The proceeds shall be derived from
indebtedness obligations that were issued for the purposes of affordable housing prior to January 1,
2011, and were backed by the Low and Moderate Income Housing Fund. Enforceable obligations may
be satistied by the creation of reserves for the projects that are the subject of the enforceable obligation
that are consistent with the contractual obligations for those projects, or by expending funds to complete the
projects.

(B) The entity assuming the housing functions pursuant to this section shall provide notice to the
successor agency of any designations of use or commitments of funds specified in subparagraph (A) that
it wishes to make at least 20 days before the deadline for submission of the Recognized Obligation
Payment Schedule to the oversight board. Commitments and designations shall not be valid and
binding on any party until they are included in an approved and valid Recognized Obligation Payment
Schedule. The review of these designations and commitments by the successor agency, oversight board,
and Department of Finance shall be limited to a determination that the designations and
commitments are consistent with bond covenants and that there are sufficient funds available.
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(2) Funds shall be used and committed in a manner consistent with the purposes of the Low and
Moderate Income Housing Asset Fund. Notwithstanding any other law, the successor agency shall
retain and expend the excess housing obligation proceeds at the discretion of the succeeding housing
entity, provided that the successor agency ensures that the proceeds are expended in a manner consistent
with the indebtedness obligation covenants and with any requirements relating to the tax status of those
obligations. The amount expended shall not exceed the amount of indebtedness obligation proceeds
available and such expenditure shall constitute the creation of excess housing proceeds expenditures to
be paid from the excess proceeds. Excess housing proceeds expenditures shall be listed separately on the
Recognized Obligation Payment Schedule submitted by the successor agency.

SEC. 10. Section 34176.5 is added to the Health and Safety Code, to read:

34176.5. (a) Notwithstanding any other law, the Director of Finance is authorized to contract
with auditors, lawyers, and other types of advisors and consultants to assist, advise, and represent
the director and the Department of Finance in any matter or action arising out of or contemplated by this
part or Part 1.8 (commencing with Section 34161). In furtherance of this authorization, Sections
14827.1, 14827.2, and 14838 of the Government Code, and Article 4 (commencing with Section
10335) of Chapter 2 of Part 2 of Division 2 of and Section 10295 of, the Public Contract Code shall not
apply to any agreement entered into by the director pursuant to this section.

(b) In addition to the waivers of statute provided in subdivision (a), Section 6072 of the
Business and Professions Code shall not apply to the legal services agreement entered into by the
director pursuant to this section.

(¢) This section shall remain in effect only until January 1, 2014, and as of that date is repealed,
unless a later enacted statute, that is enacted before January 1, 2014, deletes or extends that date.

SEC. 11. Section 34177 of the Health and Safety Code is amended to read:

34177. Successor agencies are required to do all of the following;:

(a) Continue to make payments due for enforceable obligations.

(1) On and after February 1, 2012, and until a Recognized Obligation Payment Schedule
becomes operative, only payments required pursuant to an enforceable obligations payment schedule
shall be made. The initial enforceable obligation payment schedule shall be the last schedule adopted by
the redevelopment agency under Section 34169. However, payments associated with obligations
excluded from the definition of enforceable obligations by paragraph (2) of subdivision (d) of Section
34171 shall be excluded from the enforceable obligations payment schedule and be removed from the last
schedule adopted by the redevelopment agency under Section 34169 prior to the successor agency adopting it
as its enforceable obligations payment schedule pursuant to this subdivision. The enforceable obligation
payment schedule may be amended by the successor agency at any public
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meeting and shall be subject to the approval of the oversight board as soon as the board has sufficient
members to form a quorum. In recognition of the fact that the timing of the Califomnia Supreme Court’s
ruling in the case California Redevelopment Association v. Matosantos (2011) 53 Cal.4th 231 delayed
the preparation by successor agencies and the approval by oversight boards of the January 1, 2012, through
June 30, 2012, Recognized Obligation Payment Schedule, a successor agency may amend the
Enforceable Obligation Payment Schedule to authorize the continued payment of enforceable
obligations until the time that the January 1, 2012, through June 30, 2012, Recognized Obligation Payment
Schedule has been approved by the oversight board and by the Department of Finance.

(2) The Department of Finance and the Controller shall each have the authority to require any
documents associated with the enforceable obligations to be provided to them in a manner of their
choosing. Any taxing entity, the department, and the Controller shall each have standing to file a judicial
action to prevent a violation under this part and to obtain injunctive or other appropriate relief.

(3) Commencing on the date the Recognized Obligation Payment Schedule is valid pursuant
to subdivision (/), only those payments listed in the Recognized Obligation Payment Schedule may be
made by the successor agency from the funds specified in the Recognized Obligation Payment Schedule.
In addition, after it becomes valid, the Recognized Obligation Payment Schedule shall supersede the
Statement of Indebtedness, which shall no longer be prepared nor have any effect under the
Community Redevelopment Law (Part 1 (commencing with Section 33000)).

(4) Nothing in the act adding this part is to be construed as preventing a successor agency, with the
prior approval of the oversight board, as described in Section 34179, from making payments for enforceable
obligations from sources other than those listed in the Recognized Obligation Payment Schedule.

(5) From February 1, 2012, to July 1, 2012, a successor agency shall have no authority and is
hereby prohibited from accelerating payment or making any lump-sum payments that are intended to
prepay loans unless such accelerated repayments were required prior to the effective date of this part.

(b) Maintain reserves in the amount required by indentures, trust indentures, or similar
documents governing the issuance of outstanding redevelopment agency bonds.

(c) Perform obligations required pursuant to any enforceable obligation.

(d) Remit unencumbered balances of redevelopment agency funds to the county auditor-controller
for distribution to the taxing entities, including, but not limited to, the unencumbered balance of the
Low and Moderate Income Housing Fund of a former redevelopment agency. In making the distribution,
the county auditor-controller shall utilize the same methodology for allocation and distribution of property
tax revenues provided in Section 34188.
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(e) Dispose of assets and properties of the former redevelopment agency as directed by the
oversight board: provided, however, that the oversight board may instead direct the successor agency
to transfer ownership of certain assets pursuant to subdivision (a) of Section 34181. The disposal is to
be done expeditiously and in a manner aimed at maximizing value. Proceeds from asset sales and
related funds that are no longer needed for approved development projects or to otherwise wind down
the affairs of the agency, each as determined by the oversight board, shall be transferred to the county
auditor-controller for distribution as property tax proceeds under Section 34188. The requirements of
this subdivision shall not apply to a successor agency that has been issued a finding of completion by the
Department of Finance pursuant to Section 34179.7.

() Enforce all former redevelopment agency rights for the benefit of the taxing entities,
including, but not limited to, continuing to collect loans, rents, and other revenues that were due to the
redevelopment agency.

(g) Effectuate transfer of housing functions and assets to the appropriate entity designated
pursuant to Section 34176.

(h) Expeditiously wind down the affairs of the redevelopment agency pursuant to the provisions
of this part and in accordance with the direction of the oversight board.

(i) Continue to oversee development of properties until the contracted work has been
completed or the contractual obligations of the former redevelopment agency can be transferred to
other parties. Bond proceeds shall be used for the purposes for which bonds were sold unless the purposes
can no longer be achieved, in which case, the proceeds may be used to defease the bonds.

() Prepare a proposed administrative budget and submit it to the oversight board for its approval.
The proposed administrative budget shall include all of the following:

(1) Estimated amounts for successor agency administrative costs for the upcoming six-month fiscal
period.

(2) Proposed sources of payment for the costs identified in paragraph (1).

(3) Proposals for arrangements for administrative and operations services provided by a city, county,
city and county, or other entity. '

(k) Provide administrative cost estimates, from its approved administrative budget that are to be
paid from property tax revenues deposited in the Redevelopment Property Tax Trust Fund, to the
county auditor-controller for each six-month fiscal period.

(Iy (1) Before each six-month fiscal period, prepare a Recognized Obligation Payment
Schedule in accordance with the requirements of this paragraph. For each recognized obligation, the
Recognized Obligation Payment Schedule shall identify one or more of the following sources of
payment:

(A) Low and Moderate Income Housing Fund.

(B) Bond proceeds.

(C) Reserve balances.
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(D) Administrative cost allowance.

(E) The Redevelopment Property Tax Trust Fund, but only to the extent no other funding source
is available or when payment from property tax revenues is required by an enforceable obligation or by
the provisions of this part.

(F) Other revenue sources, including rents, concessions, asset sale proceeds, interest earnings,
and any other revenues derived from the former redevelopment agency, as approved by the oversight
board in accordance with this part.

(2) A Recognized Obligation Payment Schedule shall not be deemed valid unless all of the
following conditions have been met:

(A) A Recognized Obligation Payment Schedule is prepared by the successor agency for the
enforceable obligations of the former redevelopment agency. The initial schedule shall project 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 a redevelopment agency not been dissolved.

(B) The Recognized Obligation Payment Schedule is submitted to and duly approved by the
oversight board. The successor agency shall submit a copy of the Recognized Obligation Payment
Schedule to the county administrative officer, the county auditor-controller, and the Department of
Finance at the same time that the successor agency submits the Recognized Obligation Payment Schedule
to the oversight board for approval.

(C) A copy of the approved Recognized Obligation Payment Schedule is submitted to the
county auditor-controller and both the Controller’s office and the Department of Finance and be posted
on the successor agency’s Internet Web site.

(3) The Recognized Obligation Payment Schedule shall be forward looking to the next six
months. The first Recognized Obligation Payment Schedule shall be submitted to the Controller’s office
and the Department of Finance by April 15, 2012, for the period of January 1, 2012, to June 30, 2012,
inclusive. This Recognized Obligation Payment Schedule shall include all payments made by the former
redevelopment agency between January 1, 2012, through January 31, 2012, and shall include all
payments proposed to be made by the successor agency from February 1, 2012, through June 30, 2012.
Former redevelopment agency enforceable obligation payments due, and reasonable or necessary
administrative costs due or incurred, prior to January 1, 2012, shall be made from property tax
revenues received in the spring of 2011 property tax distribution, and from other revenues and balances
transferred to the successor agency.

(m) The Recognized Obligation Payment Schedule for the period of January 1, 2013, to June
30, 2013, shall be submitted by the successor agency, after approval by the oversight board, no later
than September 1, 2012. Commencing with the Recognized Obligation Payment Schedule covering the
period July 1, 2013, through December 31, 2013, successor agencies shall submit an oversight board-
approved Recognized Obligation
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Payment Schedule to the Department of Finance and to the county auditor-controller no fewer than
90 days before the date of property tax distribution. The Department of Finance shall make its
determination of the enforceable obligations and the amounts and funding sources of the enforceable
obligations no later than 45 days after the Recognized Obligation Payment Schedule is submitted. Within
five business days of the department’s determination, a successor agency may request additional
review by the department and an opportunity to meet and confer on disputed items. The meet and confer
period may vary; an untimely submittal of a Recognized Obligation Payment Schedule may result in a
meet and confer period of less than 30 days. The department shall notify the successor agency and the
county auditor-controllers as to the outcome of its review at least 15 days before the date of property
tax distribution.

(1) The successor agency shall submit a copy of the Recognized Obligation Payment
Schedule to the Department of Finance electronically, and the successor agency shall complete the
Recognized Obligation Payment Schedule in the manner provided for by the department. A successor
agency shall be in noncompliance with this paragraph if it only submits to the department an electronic
message or a letter stating that the oversight board has approved a Recognized Obligation Payment
Schedule.

(2) If a successor agency does not submit a Recognized Obligation Payment Schedule by the
deadlines provided in this subdivision, the city, county, or city and county that created the redevelopment
agency shall be subject to a civil penalty equal to ten thousand dollars ($10,000) per day for every day
the schedule is not submitted to the department. The civil penalty shall be paid to the county auditor-
controller for allocation to the taxing entities under Section 34183. If a successor agency fails to submit a
Recognized Obligation Payment Schedule by the deadline, any creditor of the successor agency or the
Department of Finance or any atfected taxing entity shall have standing to and may request a writ of
mandate to require the successor agency to immediately perform this duty. Those actions may be filed
only in the County of Sacramento and shall have priority over other civil matters. Additionally, if an
agency does not submit a Recognized Obligation Payment Schedule within ten days of the deadline, the
maximum administrative cost allowance for that period shall be reduced by 25 percent.

(3) If a successor agency fails to submit to the department an oversight board-approved
Recognized Obligation Payment Schedule that complies with all requirements of this subdivision
within five business days of the date upon which the Recognized Obligation Payment Schedule is to be
used to determine the amount of property tax allocations, the department may determine if any amount
should be withheld by the county auditor-controller for payments for enforceable obligations from
distribution to taxing entities, pending approval of a Recognized Obligation Payment Schedule. The county
auditor-controller shall distribute the portion of any of the sums withheld pursuant to this paragraph to the
affected taxing entities in accordance with paragraph (4) of subdivision (a) of Section 34183 upon notice
by the department that a portion of the withheld balances are in excess of the
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amount of enforceable obligations. The county auditor-controller shall distribute withheld funds to the
successor agency only in accordance with a Recognized Obligation Payment Schedule approved by the
department. County auditor-controllers shall lack the authority to withhold any other amounts from the
allocations provided for under Section 34183 or 34188 unless required by a court order.

(n) Cause a postaudit of the financial transactions and records of the successor agency to be
made at least annually by a certified public accountant.

SEC. 12. Section 34177.3 is added to the Health and Safety Code, to read:

34177.3. (a) Successor agencies shall lack the authority to, and shall not, create new enforceable
obligations under the authority of the Community Redevelopment Law (Part 1 (commencing with Section
33000)) or begin new redevelopment work, except in compliance with an enforceable obligation that
existed prior to June 28, 2011.

(b) Successor agencies may create enforceable obligations to conduct the work of winding down
the redevelopment agency, including hiring staff, acquiring necessary professional administrative services
and legal counsel, and procuring insurance.

(¢) Successor agencies shall lack the authority to, and shall not, transfer any powers or revenues
of the successor agency to any other party, public or private, except pursuant to an enforceable
obligation on a Recognized Obligation Payment Schedule approved by the department. Any such
transfers of authority or revenues that are not made pursuant to an enforceable obligation on a
Recognized Obligation Payment Schedule approved by the Department of Finance are hereby declared
to be void, and the successor agency shall take action to reverse any of those transfers. The Controller may
audit any transfer of authority or revenues prohibited by this section and may order the prompt return
of any money or other things of value from the receiving party.

(d)  Redevelopment agencies that resolved to participate in the Voluntary Alternative
Redevelopment Program under Chapter 6 of the First Extraordinary Session of the Statutes of 2011
were and are subject to the provisions of Part 1.8 (commencing with Section 34161). Any actions taken
by redevelopment agencies to create obligations after June 27, 2011, are ultra vires and do not create
enforceable obligations.

(e) The Legislature finds and declares that the provisions of this section are declaratory of existing
law.

SEC. 13. Section 34177.5 is added to the Health and Safety Code, to read:

34177.5. (a) In addition to the powers granted to each successor agency, and notwithstanding
anything in the act adding this part, including, but not limited to, Sections 34162 and 34189, a successor
agency shall have the authority, rights, and powers of the redevelopment agency to which it succeeded
solely for the following purposes:
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(1) For the purpose of issuing bonds or incurring other indebtedness to refund the bonds or other
indebtedness of its former redevelopment agency or of the successor agency to provide savings to the
successor agency, provided that (A) the total interest cost to maturity on the retunding bonds or other
indebtedness plus the principal amount of the refunding bonds or other indebtedness shall not exceed
the total remaining interest cost to maturity on the bonds or other indebtedness to be retfunded plus
the remaining principal of the bonds or other indebtedness to be refunded, and (B) the principal amount
of the refunding bonds or other indebtedness shall not exceed the amount required to defease the
refunded bonds or other indebtedness, to establish customary debt service reserves, and to pay related costs
of issuance. If the foregoing conditions are satisfied, the initial principal amount of the refunding bonds or
other indebtedness may be greater than the outstanding principal amount of the bonds or other
indebtedness to be refunded. The successor agency may pledge to the refunding bonds or other indebtedness
the revenues pledged to the bonds or other indebtedness being refunded, and that pledge, when made in
connection with the issuance of such refunding bonds or other indebtedness, shall have the same lien
priority as the pledge of the bonds or other obligations to be refunded, and shall be valid, binding, and
enforceable in accordance with its terms.

(2) For the purpose of issuing bonds or other indebtedness to finance debt service spikes,
including balloon maturities, provided that (A) the existing indebtedness is not accelerated, except to the
extent necessary to achieve substantially level debt service, and (B) the principal amount of the bonds or
other indebtedness shall not exceed the amount required to finance the debt service spikes, including
establishing customary debt service reserves and paying related costs of issuance.

(3) For the purpose of amending an existing enforceable obligation under which the successor
agency is obligated to reimburse a political subdivision of the state for the payment of debt service on a
bond or other obligation of the political subdivision, or to pay all or a portion of the debt service on the
bond or other obligation of the political subdivision to provide savings to the successor agency,
provided that (A) the enforceable obligation is amended in connection with a refunding of the bonds
or other obligations of the political subdivision so that the enforceable obligation will apply to the
refunding bonds or other refunding indebtedness of the political subdivision, (B) the total interest
cost to maturity on the refunding bonds or other indebtedness plus the principal amount of the
refunding bonds or other indebtedness shall not exceed the total remaining interest cost to maturity on
the bonds or other indebtedness to be refunded plus the remaining principal of the bonds or other
indebtedness to be refunded, and (C) the principal amount of the refunding bonds or other indebtedness
shall not exceed the amount required to defease the refunded bonds or other indebtedness, to establish
customary debt service reserves and to pay related costs of issuance. The pledge set forth in that
amended enforceable obligation, when made in connection with the execution of the amendment of the
enforceable obligation, shall have the same lien priority as the pledge

96

89




Chas —_ 2
in the enforceable obligation prior to its amendment and shall be valid, binding, and enforceable in
accordance with its terms.

(4) For the purpose of issuing bonds or incurring other indebtedness to make payments under
enforceable obligations when the enforceable obligations include the irrevocable pledge of property
tax increment, formerly tax increment revenues prior to the effective date of this part, or other funds and
the obligation to issue bonds secured by that pledge. The successor agency may pledge to the bonds or
other indebtedness the property tax revenues and other funds described in the enforceable obligation, and
that pledge, when made in connection with the issuance of the bonds or the incurring of other indebtedness,
shall be valid, binding, and enforceable in accordance with its terms. This paragraph shall not be deemed
to authorize a successor agency to increase the amount of property tax revenues pledged under an
enforceable obligation or to pledge any property tax revenue not already pledged pursuant to an
enforceable obligation. This paragraph does not constitute a change in, but is declaratory of, the existing
law.

(b) The refunding bonds authorized under this section may be issued under the authority of
Article 11 (commencing with Section 53580) of Chapter 3 of Part 1 of Division 2 of Title 5 of the
Government Code, and the refunding bonds may be sold at public or private sale, or to a joint powers
authority pursuant to the Marks-Roos Local Bond Pooling Act (Article 4 (commencing with Section
6584) of Chapter 5 of Division 7 of Title 1 of the Government Code).

(¢) (1) Prior to incurring any bonds or other indebtedness pursuant to this section, the
successor agency may subordinate to the bonds or other indebtedness the amount required to be paid to
an affected taxing entity pursuant to paragraph (1) of subdivision (a) of Section 34183, provided that the
affected taxing entity has approved the subordinations pursuant to this subdivision.

(2) At the time the successor agency requests an affected taxing entity to subordinate the
amount to be paid to it, the successor agency shall provide the affected taxing entity with substantial
evidence that sufficient funds will be available to pay both the debt service on the bonds or other
indebtedness and the payments required by paragraph (1) of subdivision (a) of Section 34183, when due.

(3) Within 45 days after receipt of the agency’s request, the affected taxing entity shall approve
or disapprove the request for subordination. An affected taxing entity may disapprove a request for
subordination only if it finds, based upon substantial evidence, that the successor agency will not be
able to pay the debt service payments and the amount required to be paid to the affected taxing entity. If
the affected taxing entity does not act within 45 days after receipt of the agency’s request, the request to
subordinate shall be deemed approved and shall be final and conclusive.

(d) An action may be brought pursuant to Chapter 9 (commencing with Section 860) of Title 10 of
Part 2 of the Code of Civil Procedure to determine the validity of bonds or other obligations authorized
by this section, the pledge of revenues to those bonds or other obligations authorized by this
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section, the legality and validity of all proceedings theretofore taken and, as provided in the resolution
of the legislative body of the successor agency authorizing the bonds or other obligations authorized by
this section, proposed to be taken for the authorization, execution, issuance, sale, and delivery of the
bonds or other obligations authorized by this section, and for the payment of debt service on the bonds
or the payment of amounts under other obligations authorized by this section. Subdivision (¢) of Section
33501 shall not apply to any such action. The Department of Finance shall be notified of the filing of
any action as an affected party.

(e) Notwithstanding any other law, including, but not limited to, Section 33501, an action to
challenge the issuance of bonds, the incurrence of indebtedness, the amendment of an enforceable
obligation, or the execution of a financing agreement by a successor agency shall be brought within 30
days after the date on which the oversight board approves the resolution of the successor agency
approving the issuance of bonds, the incurrence of indebtedness, the amendment of an enforceable
obligation, or the execution of a financing agreement authorized under this section.

(f) The actions authorized in this section shall be subject to the approval of the oversight board,
as provided in Section 34180. Additionally, an oversight board may direct the successor agency to
commence any of the transactions described in subdivision (a) so long as the successor agency is able to
recover its related costs in connection with the transaction. After a successor agency, with approval of the
oversight board, issues any bonds, incurs any indebtedness, or executes an amended enforceable
obligation pursuant to subdivision (a), the oversight board shall not unilaterally approve any amendments
to or early termination of the bonds, indebtedness, or enforceable obligation. If, under the authority
granted to it by subdivision (h) of Section 34179, the Department of Finance either reviews and approves
or fails to request review within five business days of an oversight board approval of an action
authorized by this section, the scheduled payments on the bonds or other indebtedness shall be listed
in the Recognized Obligation Payment Schedule and shall not be subject to further review and approval by
the department or the Controller. The department may extend its review time to 60 days for actions
authorized in this section and may seek the assistance of the Treasurer in evaluating proposed actions
under this section.

(g) Any bonds, indebtedness, or amended enforceable obligation authorized by this section
shall be considered indebtedness incurred by the dissolved redevelopment agency, with the same legal effect
as if the bonds, indebtedness, financing agreement, or amended enforceable obligation had been issued,
incurred, or entered into prior to June 29, 2011, in full conformity with the applicable provisions of the
Community Redevelopment Law that existed prior to that date, shall be included in the successor agency’s
Recognized Obligation Payment Schedule, and shall be secured by a pledge of, and lien on, and shall be
repaid from moneys deposited from time to time in the Redevelopment Property Tax Trust Fund
established pursuant to subdivision (c) of Section 34172, as provided in paragraph (2) of
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subdivision (a) of Section 34183. Property tax revenues pledged to any bonds, indebtedness, or
amended enforceable obligations authorized by this section are taxes allocated to the successor agency
pursuant to subdivision (b) of Section 33670 and Section 16 of Article XVI of the California
Constitution.

(h) The successor agency shall make diligent efforts to ensure that the lowest long-term cost
financing is obtained. The financing shall not provide for any bullets or spikes and shall not use variable
rates. The successor agency shall make use of an independent financial advisor in developing financing
proposals and shall make the work products of the financial advisor available to the Department of Finance
at its request.

(1) If an enforceable obligation provides for an irrevocable commitment of property tax revenue
and where allocation of such revenues is expected to occur over time, the successor agency may petition
the Department of Finance to provide written confirmation that its determination of such enforceable
obligation as approved in a Recognized Obligation Payment Schedule is final and conclusive, and reflects
the department’s approval of subsequent payments made pursuant to the enforceable obligation. If the
confirmation is granted, then the department’s review of such payments in future Recognized Obligation
Payment Schedules shall be limited to confirming that they are required by the prior enforceable
obligation.

(j) The successor agency may request that the department provide a written determination to
waive the two-year statute of limitations on an action to review the validity of the adoption or
amendment of a redevelopment plan pursuant to subdivision (c) of Section 33500 or on any findings or
determinations made by the agency pursuant to subdivision (d) of Section 33500. The department at its
discretion may provide a waiver if it determines it is necessary for the agency to fulfill an
enforceable obligation.

SEC. 14. Section 34178 of the Health and Safety Code is amended to read:

34178. (a) Commencing on the operative date of this part, agreements, contracts, or arrangements
between the city or county, or city and county that created the redevelopment agency and the
redevelopment agency are invalid and shall not be binding on the successor agency; provided, however,
that a successor entity wishing to enter or reenter into agreements with the city, county, or city and
county that formed the redevelopment agency that it is succeeding may do so upon obtaining the
approval of its oversight board. A successor agency or an oversight board shall not exercise the
powers granted by this subdivision to restore funding for an enforceable obligation that was deleted or
reduced by the Department of Finance pursuant to subdivision (h) of Section 34179 unless it reflects the
decisions made during the meet and confer process with the Department of Finance or pursuant to a
court order.

(b) Notwithstanding subdivision (a), any of the following agreements are not invalid and may
bind the successor agency:
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(1) A duly authorized written agreement entered into at the time of issuance, but in no event
later than December 31, 2010, of indebtedness obligations, and solely for the purpose of securing or
repaying those indebtedness obligations.

(2) A written agreement between a redevelopment agency and the city, county, or city and county
that created it that provided loans or other startup funds for the redevelopment agency that were entered
into within two years of the formation of the redevelopment agency.

(3) A joint exercise of powers agreement in which the redevelopment agency is a member of the
joint powers authority. However, upon assignment to the successor agency by operation of the act adding this
part, the successor agency'’s rights, duties, and performance obligations under that joint exercise of powers
agreement shall be limited by the constraints imposed on successor agencies by the act adding this part.

SEC. 15. Section 34178.8 is added to the Health and Safety Code, to read:

34178.8. Commencing on the effective date of the act adding this section, the Controller shall
review the activities of successor agencies in the state to determine if an asset transfer has occurred after
January 31, 2012, between the successor agency and the city, county, or city and county that created a
redevelopment agency, or any other public agency, that was not made pursuant to an enforceable
obligation on an approved and valid Recognized Obligation Payment Schedule. If such an asset transfer
did occur, to the extent not prohibited by state and federal law, the Controller shall order the available assets
to be returned to the successor agency. Upon receiving that order from the Controller, an affected local
agency shall, as soon as practicable, reverse the transfer and return the applicable assets to the
successor agency. This section shall not apply to housing assets as defined in subdivision (e) of Section
34176.

SEC. 16. Section 34179 of the Health and Safety Code is amended to read:

34179. (a) Each successor agency shall have an oversight board composed of seven
members. The members shall elect one of their members as the chairperson and shall report the name of
the chairperson and other members to the Department of Finance on or before May 1, 2012. Members
shall be selected as follows:

(1) One member appointed by the county board of supervisors.

(2) One member appointed by the mayor for the city that formed the redevelopment agency.

(3) (A) One member appointed by the largest special district, by property tax share, with territory
in the territorial jurisdiction of the former redevelopment agency, which is of the type of special
district that is eligible to receive property tax revenues pursuant to Section 34188.

(B) On or after the effective date of this subparagraph, the county auditor-controller may
determine which is the largest special district for purposes of this section.
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(4) One member appointed by the county superintendent of education to represent schools if the
superintendent is elected. If the county superintendent of education is appointed. then the appointment
made pursuant to this paragraph shall be made by the county board of education.

(5) One member appointed by the Chancellor of the California Community Colleges to
represent community college districts in the county.

(6) One member of the public appointed by the county board of supervisors.

(7) One member representing the employees of the former redevelopment agency appointed by the
mayor or chair of the board of supervisors, as the case may be, from the recognized employee
organization representing the largest number of former redevelopment agency employees employed by
the successor agency at that time. In the case where city or county employees performed administrative duties
of the former redevelopment agency, the appointment shall be made from the recognized employee
organization representing those employees. If a recognized employee organization does not exist for
cither the employees of the former redevelopment agency or the city or county employees performing
administrative duties of the former redevelopment agency, the appointment shall be made from among the
employees of the successor agency. In voting to approve a contract as an enforceable obligation, a
member appointed pursuant to this paragraph shall not be deemed to be interested in the contract by virtue
of being an employee of the successor agency or community for purposes of Section 1090 of the
Government Code.

(8) If the county or a joint powers agency formed the redevelopment agency, then the largest city
by acreage in the territorial jurisdiction of the former redevelopment agency may select one member. If
there are no cities with territory in a project area of the redevelopment agency, the county superintendent
of education may appoint an additional member to represent the public.

(9) If there are no special districts of the type that are eligible to receive property tax pursuant to
Section 34188, within the territorial jurisdiction of the former redevelopment agency, then the county
may appoint one member to represent the public.

(10) If a redevelopment agency was formed by an entity that is both a charter city and a county,
the oversight board shall be composed of seven members selected as follows: three members appointed by
the mayor of the city, if that appointment is subject to confirmation by the county board of supervisors, one
member appointed by the largest special district, by property tax share, with territory in the territorial
jurisdiction of the former redevelopment agency, which is the type of special district that is eligible
to receive property tax revenues pursuant to Section 34188, one member appointed by the county
superintendent of education to represent schools, one member appointed by the Chancellor of the
California Community Colleges to represent community college districts, and one member
representing employees of the former redevelopment agency appointed by the mayor of the city if that
appointment is subject to confirmation by the
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county board of supervisors, to represent the largest number of former redevelopment agency employees
employed by the successor agency at that time.

(b)y The Governor may appoint individuals to fill any oversight board member position
described in subdivision (a) that has not been filled by May 15, 2012, or any member position that
remains vacant for more than 60 days.

(¢) The oversight board may direct the staff of the successor agency to perform work in
furtherance of the oversight board’s duties and responsibilities under this part. The successor
agency shall pay for all of the costs of meetings of the oversight board and may include such costs in
its administrative budget. Oversight board members shall serve without compensation or reimbursement
for expenses.

(d) Oversight board members are protected by the immunities applicable to public entities and
public employees governed by Part 1 (commencing with Section 810) and Part 2 (commencing with
Section 814) of Division 3.6 of Title 1 of the Government Code.

(e) A majority of the total membership of the oversight board shall constitute a quorum for the
transaction of business. A majority vote of the total membership of the oversight board is required for
the oversight board to take action. The oversight board shall be deemed to be a local entity for purposes of
the Ralph M. Brown Act, the California Public Records Act, and the Political Reform Act of 1974. All
actions taken by the oversight board shall be adopted by resolution.

(£ All notices required by law for proposed oversight board actions shall also be posted on the
successor agency’s Internet Web site or the oversight board’s Internet Web site.

(g) Each member of an oversight board shall serve at the pleasure of the entity that appointed such
member.

(h) The Department of Finance may review an oversight board action taken pursuant to this part.
Written notice and information about all actions taken by an oversight board shall be provided to the
department by electronic means and in a manner of the department’s choosing. An action shall become
effective five business days after notice in the manner specified by the department is provided unless
the department requests a review. Each oversight board shall designate an official to whom the
department may make those requests and who shall provide the department with the telephone number and
e-mail contact information for the purpose of communicating with the department pursuant to this
subdivision. Except as otherwise provided in this part, in the event that the department requests a
review of a given oversight board action, it shall have 40 days from the date of its request to approve
the oversight board action or return it to the oversight board for reconsideration and the oversight board
action shall not be effective until approved by the department. In the event that the department returns the
oversight board action to the oversight board for reconsideration, the oversight board shall resubmit the
modified action for department approval and the modified oversight board action shall not become
effective until
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approved by the department. If the department reviews a Recognized Obligation Payment Schedule,
the department may eliminate or modify any item on that schedule prior to its approval. The county
auditor-controller shall reflect the actions of the department in determining the amount of property tax
revenues to allocate to the successor agency. The department shall provide notice to the successor agency
and the county auditor-controller as to the reasons for its actions. To the extent that an oversight board
continues to dispute a determination with the department, one or more future recognized obligation schedules
may reflect any resolution of that dispute. The department may also agree to an amendment to a Recognized
Obligation Payment Schedule to retlect a resolution of a disputed item; however, this shall not affect a
past allocation of property tax or create a liability for any affected taxing entity.

(i) Oversight boards shall have fiduciary responsibilities to holders of enforceable obligations
and the taxing entities that benefit from distributions of property tax and other revenues pursuant to
Section 34188. Further, the provisions of Division 4 (commencing with Section 1000) of the Government
Code shall apply to oversight boards. Notwithstanding Section 1099 of the Government Code, or any other
law, any individual may simultaneously be appointed to up to five oversight boards and may hold an
office in a city, county, city and county, special district, school district, or community college district.

(j) Commencing on and after July 1, 2016, in each county where more than one oversight
board was created by operation of the act adding this part, there shall be only one oversight board
appointed as follows:

(1) One member may be appointed by the county board of supervisors.

(2) One member may be appointed by the city selection committee established pursuant to
Section 50270 of the Government Code. In a city and county, the mayor may appoint one member.

(3) One member may be appointed by the independent special district selection committee
established pursuant to Section 56332 of the Government Code, for the types of special districts that are
eligible to receive property tax revenues pursuant to Section 34188.

(4) One member may be appointed by the county superintendent of education to represent
schools if the superintendent is elected. If the county superintendent of education is appointed, then the
appointment made pursuant to this paragraph shall be made by the county board of education.

(5) One member may be appointed by the Chancellor of the California Community Colleges to
represent community college districts in the county.

(6) One member of the public may be appointed by the county board of supervisors.

(7) One member may be appointed by the recognized employee organization representing
the largest number of successor agency employees in the county.

(k) The Governor may appoint individuals to fill any oversight board member position described
in subdivision (j) that has not been filled by July
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IS, 2016, or any member position that remains vacant for more than 60 days.

() Commencing on and after July 1, 2016, in each county where only one oversight board was
created by operation of the act adding this part, then there will be no change to the composition of that
oversight board as a result of the operation of subdivision (b).

(m) Any oversight board for a given successor agency shall cease to exist when all of the
indebtedness of the dissolved redevelopment agency has been repaid.

(n) An oversight board may direct a successor agency to provide additional legal or financial
advice than what was given by agency staff.

(0) An oversight board is authorized to contract with the county or other public or private agencies
for administrative support.

(p) On matters within the purview of the oversight board, decisions made by the oversight board
supersede those made by the successor agency or the staff of the successor agency.

SEC. 17. Section 34179.5 is added to the Health and Safety Code, to read:

34179.5. (a) In furtherance of subdivision (d) of Section 34177, each successor agency shall
employ a licensed accountant, approved by the county auditor-controller and with experience and expertise
in local government accounting, to conduct a due diligence review to determine the unobligated balances
available for transfer to taxing entities. As an alternative, an audit provided by the county auditor-controller
that provides the information required by this section may be used to comply with this section with the
concurrence of the oversight board.

(b) For purposes of this section the following terms shall have the following meanings:

(1) “Cash” and “cash equivalents” includes, but is not limited to, cash in hand, bank deposits,
Local Agency Investment Fund deposits, deposits in the city or county treasury or any other pool,
marketable securities, commercial paper, United States Treasury bills, banker’s acceptances, payables
on demand and amounts due from other parties as defined in subdivision (c), and any other money
owned by the successor agency.

(2) “Enforceable obligation” includes any of the items listed in subdivision (d) of Section
34171, contracts detailing specific work to be performed that were entered into by the former
redevelopment agency prior to June 28, 2011, with a third party that is other than the city, county, or
city and county that created the former redevelopment agency, and indebtedness obligations as
defined in subdivision (e) of Section 34171.

(3) “Transferred” means the transmission of money to another party that is not in payment for
goods or services or an investment or where the payment is de minimus. Transfer also means where
the payments are ultimately merely a restriction on the use of the money.

(c) Ata minimum, the review required by this section shall include the following:
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(1) The dollar value of assets transferred from the former redevelopment agency to the successor
agency on or about February 1, 2012,

(2) The dollar value of assets and cash and cash equivalents transferred after January 1, 2011,
through June 30, 2012, by the redevelopment agency or the successor agency to the city, county, or city
and county that formed the redevelopment agency and the purpose of each transfer. The review shall
provide documentation of any enforceable obligation that required the transfer.

(3) The dollar value of any cash or cash equivalents transferred after January 1, 2011, through
June 30, 2012, by the redevelopment agency or the successor agency to any other public agency or
private party and the purpose of each transfer. The review shall provide documentation of any
enforceable obligation that required the transfer.

(4) The review shall provide expenditure and revenue accounting information and identify
transfers and funding sources for the 2010-11 and 2011-12 fiscal years that reconciles balances, assets, and
liabilities of the successor agency on June 30, 2012 to those reported to the Controller for the 2009-10
tiscal year.

(5) A separate accounting for the balance for the Low and Moderate Income Housing Fund for
all other funds and accounts combined shall be made as follows:

(A) A statement of the total value of each fund as of June 30, 2012.

(B) An itemized statement listing any amounts that are legally restricted as to purpose and cannot
be provided to taxing entities. This could include the proceeds of any bonds, grant funds, or funds
provided by other governmental entities that place conditions on their use.

(C) An itemized statement of the values of any assets that are not cash or cash equivalents. This
may include physical assets, land, records, and equipment. For the purpose of this accounting, physical
assets may be valued at purchase cost or at any recently estimated market value. The statement shall list
separately housing-related assets.

(D) An itemized listing of any current balances that are legally or contractually dedicated or
restricted for the funding of an enforceable obligation that identifies the nature of the dedication or
restriction and the specific enforceable obligation. In addition, the successor agency shall provide a
listing of all approved enforceable obligations that includes a projection of annual spending
requirements to satisfy each obligation and a projection of annual revenues available to fund those
requirements. If a review finds that future revenues together with dedicated or restricted balances are
insufficient to fund future obligations and thus retention of current balances is required, it shall identify
the amount of current balances necessary for retention. The review shall also detail the projected property
tax revenues and other general purpose revenues to be received by the successor agency, together with
both the amount and timing of the bond debt service payments of the successor agency, for the period in
which the oversight board anticipates the successor agency will have insufficient property tax revenue
to pay the specitied obligations.
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(E) An itemized list and analysis of any amounts of current balances that are needed to satisty
obligations that will be placed on the Recognized Obligation Payment Schedules for the current fiscal
year.

(6) The review shall total the net balances available after deducting the total amounts described
in subparagraphs (B) to (E), inclusive, of paragraph (5). The review shall add any amounts that were
wransterred as identified in paragraphs (2) and (3) of subdivision (c) if an enforceable obligation to make
that transfer did not exist. The resulting sum shall be available for allocation to affected taxing entities
pursuant to Section 34179.6. [t shall be a rebuttable presumption that cash and cash equivalent balances
available to the successor agency are available and sufficient to disburse the amount determined in this
paragraph to taxing entities. If the review finds that there are insufficient cash balances to transfer or that
cash or cash equivalents are specifically obligated to the purposes described in subparagraphs (B), (D),
and (E) of paragraph (5) in such amounts that there is insufficient cash to provide the full amount
determined pursuant to this paragraph, that amount shall be demonstrated in an additional itemized
schedule.

SEC. 18. Section 34179.6 is added to the Health and Safety Code, to read:

34179.6. The review required pursuant to Section 34179.5 shall be submitted to the oversight
board for review. The successor agency shall submit a copy of the Recognized Obligation Payment
Schedule to the county administrative officer, the county auditor-controller, and the Department of Finance
at the same time that the successor agency submits the review to the oversight board for review.

(a) By October 1, 2012, each successor agency shall provide to the oversight board, the county
auditor-controller, the Controller, and the Department of Finance the results of the review conducted
pursuant to Section 34179.5 for the Low and Moderate Income Housing Fund and specifically the
amount of cash and cash equivalents determined to be available for allocation to taxing entities. By
December 15, 2012, each successor agency shall provide to the oversight board, the county
auditor-controller, the Controller, and the department the results of the review conducted pursuant to
Section 34179.5 for all of the other fund and account balances and specifically the amount of cash and cash
equivalents determined to be available for allocation to taxing entities. The department may request any
supporting documentation and review results to assist in its review under subdivision (d). The
department may specify the form and manner information about the review shall be provided to it.

(b) Upon receipt of the review, the oversight board shall convene a public comment session to take
place at least five business days before the oversight board holds the approval vote specified in
subdivision (c). The oversight board also shall consider any opinions offered by the county
auditor-controller on the review results submitted by the successor agencies.

(¢) By October 15, 2012, for the Low and Moderate Income Housing Fund and by January 15,
2013, for all other funds and accounts, the oversight board shall review, approve, and transmit to the
department and the county
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auditor-controller the determination of the amount of cash and cash equivalents that are available
for disbursement to taxing entities as determined according to the method provided in Section
34179.5. The oversight board may adjust any amount provided in the review to reflect additional
information and analysis. The review and approval shall occur in public sessions. The oversight board
may request from the successor agency any materials it deems necessary to assist in its review and
approval of the determination. The oversight board shall be empowered to authorize a successor agency
to retain assets or funds identified in subparagraphs (B) to (E), inclusive, of paragraph (5) of subdivision
(c) of Section 34179.5. An oversight board that makes that authorization also shall identify to the
department the amount of funds authorized for retention, the source of those funds, and the purposes for
which those funds are being retained. The determination and authorization to retain funds and assets
shall be subject to the review and approval of the department pursuant to subdivision (d).

(d) The department may adjust any amount associated with the determination of the
resulting amount described in paragraph (6) of subdivision (c) of Section 34179.5 based on its analysis
and information provided by the successor agency and others. The department shall consider any findings
or opinions of the county auditor-controllers and the Controller. The department shall complete its review
of the determinations provided pursuant to subdivision (¢) no later than November 9, 2012, for the Low
and Moderate Income Housing Fund and also shall notify the oversight board and the successor
agency of its decision to overturn any decision of the oversight board to authorize a successor agency to
retain assets or funds made pursuant to subdivision (c). The department shall complete its review of the
determinations provided pursuant to subdivision (c¢) no later than April 1, 2013, for the other funds and
accounts and also shall notify the oversight board and the successor agency of its decision to overturn
any oversight board authorizations made pursuant to subdivision (c). The department shall provide the
oversight board and the successor agency an explanation of its basis for overturning or modifying any
findings, determinations, or authorizations of the oversight board made pursuant to subdivision (c).

(e) The successor agency and the entity or entities that created the former redevelopment agency may
request to meet and confer with the department to resolve any disputes regarding the amounts or sources
of funds identified as determined by the department. The request shall be made within five business days
of the transmission, and no later than November 16, 2012, for the determination regarding the Low and
Moderate Income Housing Fund, to the successor agency or the designated local authority of the
department’s determination, decisions, and explanations and shall be accompanied by an explanation
and documentation of the basis of the dispute. The department shall meet and confer with the
requesting party and modify its determinations and decisions accordingly. The department shall either
confirm or modify its determinations and decisions within 30 days of the request to meet and confer.
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() Each successor agency shall transmit to the county auditor-controller the amount of funds
required pursuant to the determination of the department within five working days of receipt of the
notification under subdivision (c) or (e) if a meet and confer request is made. Successor agencies shall
make diligent efforts to recover any money determined to have been transferred without an enforceable
obligation as described in paragraphs (2) and (3) of subdivision (c) of Section 34179.5. The department shall
notify the county auditor-controllers of its actions and the county auditor-controllers shall disburse the
funds received from successor agencies to taxing entities pursuant to Section 34188 within five working
days of receipt. Amounts received after November 28, 2012, and April 10, 2013, may be held and
disbursed with the regular payments to taxing entities pursuant to Section 34183.

(g) By December 1, 2012, the county auditor-controller shall provide the department a report
specifying the amount submitted by each successor agency pursuant to subdivision (d) for low- and
moderate-income housing funds, and specifically noting those successor agencies that failed to remit the
full required amount. By April 20, 2013, the county auditor-controller shall provide the department a
report detailing the amount submitted by each successor agency pursuant to subdivision (d) for all other
funds and accounts, and specifically noting those successor agencies that failed to remit the full
required amount.

(h) If a successor agency fails to remit to the county auditor-controller the sums identified in
subdivisions (d) and (f), by the deadlines specified in those subdivisions, the following remedies are
available:

(1) (A) If the successor agency cannot promptly recover the funds that have been transferred to
another public agency without an enforceable obligation as described in paragraphs (2) and (3) of
subdivision (c) of Section 34179.5, the funds may be recovered through an offset of sales and use tax or
property tax allocations to the local agency to which the funds were transferred. To recover such funds,
the Department of Finance may order the State Board of Equalization to make an offset pursuant to
subdivision (a) of Section 34179.8. If the Department of Finance does not order a sales tax offset, the
county auditor-controller may reduce the property tax allocations to any local agency in the county that
fails to repay funds pursuant to subdivision (c) of Section 34179.8.

(B) The county auditor-controller and the department shall each have the authority to demand
the return of funds improperly spent or transferred to a private person or other private entity. If funds are
not repaid within 60 days, they may be recovered through any lawful means of collection and are
subject to a ten percent penalty plus interest at the rate charged for late personal income tax payments
from the date the improper payment was made to the date the money is repaid.

(C) If the city, county, or city and county that created the former redevelopment agency is also
performing the duties of the successor agency, the Department of Finance may order an offset to the
distribution provided to the sales and use tax revenue to that agency pursuant to subdivision (a)
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of Section 34179.8. This offset shall be equal to the amount the successor fails to remit pursuant to
subdivision (f). If the Department of Finance does not order a sales tax offset, the county auditor-
controller may reduce the property tax allocations of the city, county, or city and county that created the
former redevelopment agency pursuant to subdivision (¢) of Section 34179.8.

(D) The department and the county auditor-controller shall cc)ordmate their actions undertaken
pursuant to this paragraph.

(2) Alternatively or in addition to the remedies provided in paragraph (1), the department may
direct the county auditor-controller to deduct the unpaid amount from future allocations of property tax
to the successor agency under Section 34183 until the amount of payment required pursuant to
subdivision (d) is accomplished.

(3) If the Department of Finance determines that payment of the full amount required under
subdivision (d) is not currently feasible or would jeopardize the ability of the successor agency to pay
enforceable obligations in a timely manner, it may agree to an installment payment plan.

(i) (1) If a legal action contesting a withholding effectuated by the State Board of Equalization
pursuant to subparagraphs (B), (C), or (B) and (C) of paragraph (2) of subdivision (b) of Section
34183.5 is successful and results in a final judicial determination, the court shall order the state to pay to
the prevailing party a penalty equal to a percentage of the amount of funds found by the court to be
improperly withheld, as provided in Section 34179.8. This percentage shall be equivalent to the number of
months the funds have been found by the court to be improperly withheld, not to exceed 10 percent.

(2) If a legal action contesting an offset effectuated by the State Board of Equalization or the
county auditor-controller pursuant to subdivision (h) is successful and results in a final judicial
determination, the court shall order the state or the county auditor-controller to pay to the prevailing
party a penalty equal to 10 percent of the amount of funds found by the court to be improperly offset,
as provided in Section 34179.8.

() If a legal challenge to invalidate any provision in subdivision (h) or subparagraph (B) or (C), or
subparagraphs (B) and (C) of paragraph (2) of subdivision (b) of Section 34183.5 is successful and results in
a final judicial determination, the invalidated provision shall become inoperative and subdivision (i) shall
become inoperative with respect to the invalidated provision.

SEC. 19. Section 34179.7 is added to the Health and Safety Code, to read:

34179.7. Upon full payment of the amounts determined in subdivision (d) or (e) of Sectlon
34179.6 as reported by the county auditor-controller pursuant to subdivision (g) of Section 34179.6 and of
any amounts due as determined by Section 34183.5, or upon a final judicial determination of the
amounts due and confirmation that those amounts have been paid by the county auditor-controller, the
department shall issue, within five business
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days, a finding of completion of the requirements of Section 34179.6 to the successor agency.

SEC. 20. Section 34179.8 is added to the Health and Safety Code, to read:

34179.8. (a) If an offset or withholding of sales and use tax is ordered by the Department of
Finance pursuant to this part, the State Board of Equalization shall reduce the distribution of sales and
use taxes collected under Chapter | (commencing with Section 7200) of Part 1.5 of Division 2 of the
Revenue and Taxation Code to the entity that is the subject of the offset or withholding and shall direct
the Controller to issue a warrant in the amount of any offset pursuant to subdivision (h) of Section
34179.6 to the county auditor-controller. The county auditor-controller shall distribute this amount to the
taxing entities for the former redevelopment area according to Section 34188.

(b) (1) If a court has issued a final judicial determination or the department determines that
some or all of the amount collected through the offset of sales and use tax has been paid by another means
and no additional amount is owed, the court or the department shall notify the State Board of Equalization of
that determination. Upon notification, the State Board of Equalization shall reverse the relevant amount
of sales and use tax offset, add any penalty payable under subdivision (i) of Section 34179.6, and adjust
the next distribution of sales and use tax to the affected local entity by reducing the allocation of tax to
the General Fund and increasing the distribution to the local entity by that sum.

(2) 'The board shall inform the Controller of the reversal of the offset of sales and use tax
undertaken pursuant to paragraph (1). The Controller shall send a demand for payment to the county
auditor-controller for the amount of the offset reversal, excluding any penalty amount determined by the
court pursuant to subdivision (1) of Section 34179.6 to be applicable to the offset. The auditor-controller
shall reduce allocations to taxing entities in the next distributions under Section 34188 until the amount of
the reversed offset is recovered and shall pay such recovered amounts to the State Controller for deposit in
the General Fund.

(b) (1) If an offset of property tax is ordered by the county auditor-controller pursuant
to this part, the auditor-controller shall reduce the distribution of property taxes to the entity that is the
subject of the offset and shall distribute the amount to the taxing entities for the former
redevelopment area according to Section 34188.

(2) If a court has issued a final judicial determination or the department determines that some or all
of the amount collected through the offset made pursuant to paragraph (1) has been paid by another means
and no additional amount is owed, the court or the department shall notify the county auditor-
controller of that determination. Upon notification, the county auditor-controller shall reverse the
relevant amount of property tax revenues offset in the next distribution of property tax to the affected local
entity by reducing the allocation of tax to the taxing entities of the former
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redevelopment area under Section 34188 and increasing the distribution of property taxes to the local
entity that was subject to the offset.

SEC. 21. Section 34180 of the Health and Safety Code is amended to read:

34180. All of the following successor agency actions shall first be approved by the oversight
board:

(a) The establishment of new repayment terms for outstanding loans where the terms have not
been specified prior to the date of this part. An oversight board shall not have the authority to reestablish
loan agreements between the successor agency and the city, county, or city and county that formed the
redevelopment agency except as provided in Chapter 9 (commencing with Section 34191.1).

(b) The issuance of bonds or other indebtedness or the pledge or agreement for the pledge of
property tax revenues (formerly tax increment prior to the effective date of this part) pursuant to subdivision
(a) of Section 34177.5.

(¢) Setting aside of amounts in reserves as required by indentures, trust indentures, or similar
documents governing the issuance of outstanding redevelopment agency bonds.

(d) Merging of project areas.

(e) Continuing the acceptance of federal or state grants, or other forms of financial assistance
from either public or private sources, if that assistance is conditioned upon the provision of matching
funds, by the successor entity as successor to the former redevelopment agency, in an amount greater
than 5 percent.

(B (1) If a city, county, or city and county wishes to retain any properties or other assets for
future redevelopment activities, funded from its own funds and under its own auspices, it must reach a
compensation agreement with the other taxing entities to provide payments to them in proportion to their
shares of the base property tax, as determined pursuant to Section 34188, for the value of the property
retained.

(2) If no other agreement is reached on valuation of the retained assets, the value will be the fair
market value as of the 2011 property tax lien date as determined by an independent appraiser approved
by the oversight board.

(g) Establishment of the Recognized Obligation Payment Schedule.

(h) A request by the successor agency to enter into an agreement with the city, county, or city
and county that formed the redevelopment agency that it is succeeding. An oversight board shall not
have the authority to reestablish loan agreements between the successor agency and the city, county, or
city and county that formed the redevelopment agency except as provided in Chapter 9 (commencing with
Section 34191.1). Any actions to reestablish any other agreements that are in furtherance of enforceable
obligations, with the city, county, or city and county that formed the redevelopment agency are
invalid until they are included in an approved and valid Recognized Obligation Payment Schedule.
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(1) A request by a successor agency or taxing entity to pledge, or to enter into an agreement for the
pledge of, property tax revenues pursuant to subdivision (b) of Section 34178.

(j) Any document submitted by a successor agency to an oversight board for approval by any
provision of this part shall also be submitted to the county administrative oftficer, the county auditor-
controller, and the Department of Finance at the same time that the successor agency submits the
document to the oversight board.

SEC. 22. Section 34181 of the Health and Safety Code is amended to read:

34181. The oversight board shall direct the successor agency to do all of the following:

(a) Dispose of all assets and properties of the former redevelopment agency; provided, however,
that the oversight board may instead direct the successor agency to transfer ownership of those assets that
were constructed and used for a governmental purpose, such as roads, school buildings, parks, police and
fire stations, libraries, and local agency administrative buildings, to the appropriate public jurisdiction
pursuant to any existing agreements relating to the construction or use of such an asset. Any
compensation to be provided to the successor agency for the transfer of the asset shall be governed by
the agreements relating to the construction or use of that asset. Disposal shall be done expeditiously and in a
manner aimed at maximizing value. Asset disposition may be accomplished by a distribution of incorhe
to taxing entities proportionate to their property tax share from one or more properties that may be
transferred to a public or private agency for management pursuant to the direction of the oversight
board.

(b) Cease performance in connection with and terminate all existing agreements that do not
qualify as enforceable obligations.

(c) Transfer housing assets pursuant to Section 34176.

(d) Terminate any agreement, between the dissolved redevelopment agency and any public
entity located in the same county, obligating the redevelopment agency to provide funding for any debt
service obligations of the public entity or for the construction, or operation of facilities owned or
operated by such public entity, in any instance where the oversight board has found that early termination
would be in the best interests of the taxing entities.

(¢) Determine whether any contracts, agreements, or other arrangements between the dissolved
redevelopment agency and any private parties should be terminated or renegotiated to reduce liabilities
and increase net revenues to the taxing entities, and present proposed termination or amendment
agreements to the oversight board for its approval. The board may approve any amendments to or early
termination of those agreements if it finds that amendments or early termination would be in the best
interests of the taxing entities.

(f) All actions taken pursuant to subdivisions (a) and (c) shall be approved by resolution of the
oversight board at a public meeting after at least 10 days’ notice to the public of the specific proposed
actions. The actions shall
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be subject to review by the Department of Finance pursuant to Section 34179 except that the department
may extend its review period by up to 60 days. If the department does not object to an action subject to
this section, and if no action challenging an action is commenced within 60 days of the approval of the
action by the oversight board, the action of the oversight board shall be considered final and can be
relied upon as conclusive by any person. If an action is brought to challenge an action involving title
to or an interest in real property, a notice of pendency of action shall be recorded by the claimant as
provided in Title 4.5 (commencing with Section 403) of Part 2 of the Code of Civil Procedure within a
60-day period.

SEC. 23. Section 34182 of the Health and Safety Code is amended to read:

34182. (a) (1) The county auditor-controller shall conduct or cause to be conducted an
agreed-upon procedures audit of each redevelopment agency in the county that is subject to this part, to be
completed by October 1, 2012.

(2) The purpose of the audits shall be to establish each redevelopment agency’s assets and
liabilities, to document and determine each redevelopment agency’s passthrough payment
obligations to other taxing entities, and to document and determine both the amount and the terms of
any indebtedness incurred by the redevelopment agency pursuant to the initial Recognized Obligation
Payment Schedule.

(3) The county auditor-controller may charge the Redevelopment Property Tax Trust Fund for any
costs incurred by the county auditor-controller pursuant to this part.

(b) By October 5, 2012, the county auditor-controller shall provide the Controller’s office and the
Department of Finance a copy of all audits performed pursuant to this section. The county auditor-
controller shall maintain a copy of all documentation and working papers for use by the Controller.

(c) (1) The county auditor-controller shall determine the amount of property taxes that would
have been allocated to each redevelopment agency in the county had the redevelopment agency not been
dissolved pursuant to the operation of the act adding this part. These amounts are deemed property tax
revenues within the meaning of subdivision (a) of Section 1 of Article XIII A of the California
Constitution and are available for allocation and distribution in accordance with the provisions of the act
adding this part. The county auditor-controller shall calculate the property tax revenues using current
assessed values on the last equalized roll on August 20, pursuant to Section 2052 of the Revenue and
Taxation Code, and pursuant to statutory formulas or contractual agreements with other taxing entities, as
of the effective date of this section, and shall deposit that amount in the Redevelopment Property
Tax Trust Fund.

(2) Each county auditor-controller shall administer the Redevelopment Property Tax Trust
Fund for the benefit of the holders of former redevelopment agency enforceable obligations and the
taxing entities that receive passthrough payments and distributions of property taxes pursuant to this
part.
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(3) In connection with the allocation and distribution by the county auditor-controller of property
tax revenues deposited in the Redevelopment Property Tax Trust Fund, in compliance with this part,
the county auditor-controller shall prepare estimates of amounts of property tax to be allocated and
distributed and the amounts of passthrough payments to be made in the upcoming six-month period,
and provide those estimates to both the entities receiving the distributions and the Department of
Finance, no later than October 1 and April | of each year.

(4) Each county auditor-controller shall disburse proceeds of asset sales or reserve balances,
which have been received from the successor entities pursuant to Sections 34177 and 34187, to the taxing
entities. In making such a distribution, the county auditor-controller shall utilize the same
methodology for allocation and distribution of property tax revenues provided in Section 34188.

(d) By October 1, 2012, the county auditor-controller shall report the following information to
the Controller’s office and the Director of Finance:

(1) The sums of property tax revenues remitted to the Redevelopment Property Tax Trust Fund
related to each former redevelopment agency.

(2) The sums of property tax revenues remitted to each agency under paragraph (1) of
subdivision (a) of Section 34 183.

(3) The sums of property tax revenues remitted to each successor agency pursuant to paragraph (2)
of subdivision (a) of Section 34183.

(4) The sums of property tax revenues paid to each successor agency pursuant to paragraph (3)
of subdivision (a) of Section 34183.

(5) The sums paid to each city, county, and special district, and the total amount allocated for
schools pursuant to paragraph (4) of subdivision (a) of Section 34183.

(6) Any amounts deducted from other distributions pursuant to subdivision (b) of Section
34183.

(e) A county auditor-controller may charge the Redevelopment Property Tax Trust Fund for the
costs of administering the provisions of this part.

(f) The Controller may audit and review any county auditor-controller action taken pursuant to
the act adding this part. As such, all county auditor-controller actions shall not be effective for three
business days, pending a request for review by the Controller. In the event that the Controller
requests a review of a given county auditor-controller action, he or she shall have 10 days from the date
of his or her request to approve the county auditor-controller’s action or return it to the county auditor-
controller for reconsideration and the county auditor-controller’s action shall not be effective until
approved by the Controller. In the event that the Controller retumns the county auditor-controller’s action
to the county auditor-controller for reconsideration, the county auditor-controller must resubmit the modified
action for Controller approval and the modified county auditor-controller’s action shall not become
effective until approved by the Controller.

SEC. 24. Section 34182.5 is added to the Health and Safety Code, to read:
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34182.5. A county auditor-controller may review the Recognized Obligation Payment
Schedules and object to the inclusion of any items that are not demonstrated to be enforceable obligations
and may object to the funding source proposed for any items. This review may take place prior to the
submission of the Recognized Obligation Payment Schedule to the oversight board or subsequent to
oversight board action. The county auditor-controller shall promptly transmit notice of any of those
objections to the successor agency, the oversight board, and the Department of Finance. Notice shall be
given at least 60 days prior to an allocation date specified in Section 34183, except that for the January
1, 2013 to June 30, 2013 Recognized Obligation Payment Schedule, notice shall be given no later than
October 1, 2012. If an oversight board disputes the finding of the county auditor-controller, it may refer the
matter to the Department of Finance for a determination of what will be approved for inclusion in the
Recognized Obligation Payment Schedule.

SEC. 25. Section 34183 of the Health and Safety Code is amended to read:

34183. (a) Notwithstanding any other law, from February 1, 2012, to July 1, 2012, and for each
fiscal year thereafter, the county auditor-controller shall, after deducting administrative costs allowed under
Section 34182 and Section 95.3 of the Revenue and Taxation Code, allocate moneys in each
Redevelopment Property Tax Trust Fund as follows:

(1) Subject to any prior deductions required by subdivision (b), first, the county auditor-controller
shall remit from the Redevelopment Property Tax Trust Fund to each local agency and school entity an
amount of property tax revenues in an amount equal to that which would have been received under
Section 33401, 33492.140, 33607, 33607.5, 33607.7, or 33676, as those sections read on January 1,
2011, or pursuant to any passthrough agreement between a redevelopment agency and a taxing entity
that was entered into prior to January 1, 1994, that would be in force during that fiscal year, had the
redevelopment agency existed at that time. The amount of the payments made pursuant to this
paragraph shall be calculated solely on the basis of passthrough payment obligations, existing prior to
the effective date of this part and continuing as obligations of successor entities, shall occur no later than
May 16, 2012, and no later than June 1, 2012, and each January 2 and June 1 thereafter. Notwithstanding
subdivision (e) of Section 33670, that portion of the taxes in excess of the amount identified in
subdivision (a) of Section 33670, which are attributable to a tax rate levied by a taxing entity for the
purpose of producing revenues in an amount sufficient to make annual repayments of the principal of, and
the interest on, any bonded indebtedness for the acquisition or improvement of real property shall be
allocated to, and when collected shall be paid into, the fund of that taxing entity. The amount of
passthrough payments computed pursuant to this section, including any passthrough agreements, shall be
computed as though the requirement to set aside funds for the Low and Moderate Income Housing Fund
was still in effect.
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(2) Second, on June 1, 2012, and each January 2 and June 1 thereafter, to each successor
agency for payments listed in its Recognized Obligation Payment Schedule for the six-month fiscal
period beginning January 1, 2012, and July 1, 2012, and each January 2 and June | thereafter, in the
following order of priority:

(A) Debt service payments scheduled to be made for tax allocation bonds.

(B) Payments scheduled to be made on revenue bonds, but only to the extent the revenues
pledged for them are insufficient to make the payments and only if the agency’s tax increment revenues
were also pledged for the repayment of the bonds.

(C) Payments scheduled for other debts and obligations listed in the Recognized Obligation
Payment Schedule that are required to be paid from former tax increment revenue.

(3) Third, on June 1, 2012, and each January 2 and June | thereafter, to each successor agency
for the administrative cost allowance, as defined in Section 34171, for administrative costs set forth
in an approved administrative budget for those payments required to be paid from former tax
increment revenues.

(4) Fourth, on June 1, 2012, and each January 2 and June 1 thereafter, any moneys remaining in
the Redevelopment Property Tax Trust Fund after the payments and transfers authorized by paragraphs
(1) to (3), inclusive, shall be distributed to local agencies and school entities in accordance with Section
34188.

(b) If the successor agency reports, no later than April 1, 2012, and May 1, 2012, and each
December 1 and May | thereafter, to the county auditor-controller that the total amount available to
the successor agency from the Redevelopment Property Tax Trust Fund allocation to that successor agency’s
Redevelopment Obligation Retirement Fund, from other funds transferred from each redevelopment
agency, and from funds that have or will become available through asset sales and all redevelopment
operations, are insufficient to fund the payments required by paragraphs (1) to (3), inclusive, of
subdivision (a) in the next six-month fiscal period, the county auditor-controller shall notify the Controller
and the Department of Finance no later than 10 days from the date of that notification. The county
auditor-controller shall verify whether the successor agency will have sufficient funds from which to
service debts according to the Recognized Obligation Payment Schedule and shall report the findings to
the Controller. If the Controller concurs that there are insufficient funds to pay required debt service,
the amount of the deficiency shall be deducted first from the amount remaining to be distributed to taxing
entities pursuant to paragraph (4), and if that amount is exhausted, from amounts available for distribution
for administrative costs in paragraph (3). If an agency, pursuant to the provisions of Section 33492.15,
33492.72, 33607.5, 33671.5, 33681.15, or 33688 or as expressly provided in a passthrough agreement
entered into pursuant to Section 33401, made passthrough payment obligations subordinate to debt
service payments required for enforceable obligations, funds for servicing bond debt may be deducted
from the amounts for
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passthrough payments under paragraph (1), as provided in those sections, but only to the extent that the
amounts remaining to be distributed to taxing entities pursuant to paragraph (4) and the amounts available
for distribution for administrative costs in paragraph (3) have all been exhausted.

(¢) The county treasurer may loan any funds from the county treasury to the Redevelopment
Property Tax Trust Fund of the successor agency for the purpose of paying an item approved on the
Recognized Obligation Payment Schedule at the request of the Department of Finance that are
necessary to ensure prompt payments of redevelopment agency debts. An enforceable obligation is
created for repayment of those loans.

(d) The Controller may recover the costs of audit and oversight required under this part from the
Redevelopment Property Tax Trust Fund by presenting an invoice therefor to the county auditor-
controller who shall set aside sufficient funds for and disburse the claimed amounts prior to making the
next distributions to the taxing entities pursuant to Section 34188. Subject to the approval of the Director
of Finance, the budget of the Controller may be augmented to reflect the reimbursement, pursuant to
Section 28.00 of the Budget Act.

(e) Within 10 days of each distribution of property tax, the county auditor-controller shall
provide a report to the department regarding the distribution for each successor agency that includes
information on the total available for allocation, the passthrough amounts and how they were calculated,
the amounts distributed to successor agencies, and the amounts distributed to taxing entities in a manner
and form specified by the department. This reporting requirement shall also apply to distributions
required under subdivision (b) of Section 34183.5.

SEC. 26. Section 34183.5 is added to the Health and Safety Code, to read:

34183.5. (a) The Legislature hereby finds and declares that due to the delayed implementation
of this part due to the Califomia Supreme Court’s ruling in the case California Redevelopment
Association v. Matosantos et al. (2011) 53 Cal.4th 231, some disruption to the intended application of
this part and other law with respect to passthrough payments may have occurred.

(1) If a redevelopment agency or successor agency did not pay any portion of an amount owed for
the 2011-12 fiscal year to an affected taxing entity pursuant to Section 33401, 33492.140, 33607,
33607.5, 33607.7, or 33676, or pursuant to any passthrough agreement entered into before January 1,
1994, between a redevelopment agency and an affected taxing entity, and to the extent the county
auditor-controller did not remit the amounts owed for passthrough payments during the 2011-12
fiscal year, the county auditor-controller shall make the required payments to the taxing entities owed
passthrough payments and shall reduce the amounts to which the successor agency would otherwise be
entitled pursuant to paragraph (2) of subdivision (a) of Section 34183 at the next allocation of property tax
under this part, subject to the provisions of subdivision (b) of Section 34183. If the amount of
available property tax allocation to the successor agency is
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not sufficient to make the required payment, the county auditor-controller shall continue to reduce
allocations to the successor agency under paragraph (2) of subdivision (a) of Section 34183 until the time
that the owed amount is fully paid. Alternately, the county auditor-controller may accept payment from
the successor agency’s reserve funds for payments of passthrough payments owed as defined in this
subdivision.

(2) If a redevelopment agency did not pay any portion of the amount owed for the 201112
fiscal year to an affected taxing entity pursuant to Section 33401, 33492.140, 33607, 33607.5, 33607.7,
or 33676, or pursuant to any passthrough agreement entered into before January 1, 1994, between a
redevelopment agency and an affected taxing entity, but the county auditor-controller did pay the
difference that was owing, the auditor controller shall deduct from the next allocation of property tax
to the successor agency under paragraph (2) of subdivision (a) of Section 34183, the amount of the
payment made on behalf of the successor agency by the county auditor-controller, not to exceed one-half the
amount of passthrough payments owed for the 201112 fiscal year. If the amount of available property
tax allocation to the successor agency is not sufficient to make the required deduction, the county auditor-
controller shall continue to reduce allocations to the successor agency under paragraph (2) of
subdivision (a) of Section 34183 until the time that the amount is fully deducted. Altematively, the
auditor-controller may accept payment from the successor agency’s reserve funds for deductions of
passthrough payments owed as defined in this subdivision. Amounts reduced from successor agency
payments under this paragraph are available for the purposes of paragraphs (2) to (4), inclusive, of
subdivision (a) of Section 34183 for the six-month period for which the property tax revenues are being
allocated.

(b) In recognition of the fact that county auditor-controllers were unable to make the payments
required by paragraph (4) of subdivision (a) of Section 34183 for the period January 1, 2012, through
June 30, 2012, on January 16, 2012, due to the California Supreme Court’s ruling in the case of
California Redevelopment Association v. Matosantos (2011) 53 Cal.4th 231, in addition to taking the
actions specified in Section 34183 with respect to the June 1 property tax allocations, county auditor-
controllers should have made allocations as provided in paragraph (1).

(1) From the allocations made on June 1, 2012, for the Recognized Obligation Payment
Schedule covering the period July 1, 2012, through December 31, 2012, deduct from the amount that
otherwise would be deposited in the Redevelopment Property Tax Trust Fund on behalf of the successor
agency an amount equivalent to the amount that each affected taxing entity was entitled to pursuant to
paragraph (4) of subdivision (a) of Section 34183 for the period January 1, 2012, through June 30, 2012.
The amount to be retained by taxing entities pursuant to paragraph (4) of subdivision (a) of Section
34183 for the January 1, 2012, through June 30, 2012, period is determined based on the Recognized
Obligation Payment Schedule approved by the Department of Finance pursuant to subdivision (h) of
Section 34179 and any amount determined to be owed pursuant to
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subdivision (b). Any amounts so computed shall not be offset by any shortages in funding for
recognized obligations for the period covering July 1, 2012, through December 31, 2012.

(2) (A) If an affected taxing entity has not received the full amount to which it was entitled
pursuant to paragraph (4) of subdivision (a) of Section 34183 of the property tax distributed for the period
January 1, 2012, through June 30, 2012, and paragraph (1), no later than July 9, 2012, the county
auditor-controller shall determine the amount, if any, that is owed by each successor agency to taxing
entities and send a demand for payment from the funds of the successor agency for the amount owed to
taxing entities if it has distributed the June 1, 2012, allocation to the successor agencies. No later than
July 12, 2012, successor agencies shall make payment of the amounts demanded to the county auditor-
controller for deposit into the Redevelopment Property Tax Trust Fund and subsequent distribution to
taxing entities. No later than July 16, 2012, the county auditor-controller shall make allocations of all
money received by that date from successor agencies in amounts owed to taxing entities under this
paragraph to taxing entities in accordance with Section 34183. The county auditor-controller shall make
allocations of any money received after that date under this paragraph within five business days of
receipt. These duties are not discretionary and shall be carried out with due diligence.

(B) If a county auditor-controller fails to determine the amounts owed to taxing entities and
present a demand for payment by July 9, 2012, to the successor agencies, the Department of Finance or
any affected taxing entity may request a writ of mandate to require the county auditor-controller to
immediately perform this duty. Such actions may be filed only in the County of Sacramento and shall
have priority over other civil matters. Any county in which the county auditor-controller fails to perform
the duties under this paragraph shall be subject to a civil penalty of 10 percent of the amount owed to
taxing entities plus 1.5 percent of the amount owed to taxing entities for each month that the duties are
not performed. The civil penalties shall be payable to the taxing entities under Section 34183.
Additionally, any county in which the county auditor-controller fails to make the required
determinations and demands for payment under this paragraph by July 9, 2012, or fails to distribute the
full amount of funds received from successor agencies as required by this paragraph shall not receive the
distribution of sales and use tax scheduled for July 18, 2012, or any subsequent payment, up to the
amount owed to taxing entities, until the county auditor-controller performs the duties required by this
paragraph.

(C) If a successor agency fails to make the payment demanded under subparagraph (A) by July
12, 2012, the Department of Finance or any affected taxing entity may file for a writ of mandate to require
the successor agency to immediately make this payment. Such actions may be filed only in the County
of Sacramento and shall have priority over other civil matters. Any successor agency that fails to make
payment by July 12, 2012, under this paragraph shall be subject to a civil penalty of 10 percent of the
amount owed to taxing entities plus one and one-half percent of the amount owed

96

112




T — Ch.26

to taxing entities for each month that the payments are not made. Additionally, the city or county
or city and county that created the redevelopment agency shall also be subject to a civil penalty of 10
percent of the amount owed to taxing entities plus 1.5 percent of the amount owed to taxing entities for
cach month the payment is late. The civil penalties shall be payable to the taxing entities under Section
34183, If the Department of Finance finds that the imposition of penalties will jeopardize the payment of
enforceable obligations it may request the court to waive some or all of the penalties. A successor
agency that does not pay the amount required under this subparagraph by July 12, 2012, shall not pay
any obligations other than bond debt service until full payment is made to the county auditor-
controller. Additionally, any city, county or city and county that created the redevelopment agency that
fails to make the required payment under this paragraph by July 12, 2012, shall not receive the
distribution of sales and use tax scheduled for July 18, 2012, or any subsequent payment, up to the
amount owed to taxing entities, until the payment required by this paragraph is made.

(D) The Legislature hereby finds and declares that time is of the essence. Funds that should have
been received and were expected and spent in anticipation of receipt by community colleges, schools,
counties, cities, and special districts have not been received resulting in significant fiscal impact to the
state and taxing entities. Continued delay and uncertainly whether funds will be received warrants the
availability of extraordinary relief as authorized herein.

(3) If an affected taxing entity has not received the full amount to which it was entitled pursuant
to paragraph (4) of subdivision (a) of Section 34183 for the period January 1, 2012, through June 30,
2012, and paragraph (1), the county auditor-controller shall reapply the provisions of paragraph (1) to
each subsequent property tax allocation until such time as the affected taxing entity has received the
full amount to which it was entitled pursuant to paragraph (4) of subdivision (a) of Section 34183 for
the period January 1, 2012, through June 30, 2012.

SEC. 27. Section 34185 of the Health and Safety Code is amended to read:

34185. Commencing on June 1, 2012, and on each January 2 and June 1 thereafter, the
county auditor-controller shall transfer, from the Redevelopment Property Tax Trust Fund of each
successor agency into the Redevelopment Obligation Retirement Fund of that agency, an amount of
property tax revenues equal to that specified in the Recognized Obligation Payment Schedule for that
successor agency as payable from the Redevelopment Property Tax Trust Fund subject to the’
limitations of subdivision (/) of Section 34177 and Section 34183.

SEC. 28. Section 34186 of the Health and Safety Code is amended to read:

34186. (a) Differences between actual payments and past estimated obligations on recognized
obligation payment schedules shall be reported in subsequent recognized obligation payment schedules
and shall adjust the
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amount to be transferred to the Redevelopment Obligation Retirement Fund pursuant to this part. These
estimates and accounts shall be subject to audit by county auditor-controllers and the Controller.

(b) Differences between actual passthrough obligations and property tax amounts and the
amounts used by the county auditor-controller in determining the amounts to be allocated under
Sections 34183 and 34188 for a prior six-month period shall be applied as adjustments to the property
tax and passthrough amounts in subsequent periods as they become known. County auditor-controllers
shall not delay payments under this part to successor agencies or taxing entities based on pending
transactions, disputes, or for any other reason, other than a court order, and shall use the Recognized
Obligation Payment Schedule approved by the Department of Finance and the most current data for
passthroughs and property tax available prior to the statutory distribution dates to make the allocations
required on the dates required.

SEC. 29. Section 34187 of the Health and Safety Code is amended to read:

34187. (a) (1) Commencing May 1, 2012, whenever a recognized obligation that had been
identified in the Recognized Payment Obligation Schedule is paid off or retired, either through early
payment or payment at maturity, the county auditor-controller shall distribute to the taxing entities, in
accordance with the provisions of the Revenue and Taxation Code, all property tax revenues that were
associated with the payment of the recognized obligation.

(2) Notwithstanding paragraph (1), the Department of Finance may authorize a successor
agency to retain property tax that otherwise would be distributed to affected taxing entities pursuant to
this subdivision, to the extent the department determines the successor agency requires those funds for
the payment of enforceable obligations. Upon making a determination, the department shall provide the
county auditor-controller with information detailing the amounts that it has authorized the successor
agency to retain. Upon determining the successor agency no longer requires additional funds pursuant to this
subdivision, the department shall notify the successor agency and the county auditor-controller. The county
auditor-controller shall then distribute the funds in question to the affected taxing entities in accordance
with the provisions of the Revenue and Taxation Code.

(b) When all of the debt of a redevelopment agency has been retired or paid off, the successor
agency shall dispose of all remaining assets and terminate its existence within one year of the final debt
payment. When the successor agency is terminated, all passthrough payment obligations shall cease and
no property tax shall be allocated to the Redevelopment Property Tax Trust Fund for that agency.

SEC. 30. Section 34188 of the Health and Safety Code is amended to read:

34188. For all distributions of property tax revenues and other moneys pursuant to this part, the
distribution to each taxing entity shall be in an
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amount proportionate to its share of property tax revenues in the tax rate area in that fiscal year, as
follows:

(a) (1) For distributions from the Redevelopment Property Tax Trust Fund, the share of each
taxing entity shall be applied to the amount of property tax available in the Redevelopment Property Tax
Trust Fund after deducting the amount of any distributions under paragraphs (2) and (3) of subdivision (a)
ot Section 34183.

(2) For each taxing entity that receives passthrough payments, that agency shall receive the amount
of any passthrough payments identified under paragraph (1) of subdivision (a) of Section 34183, in an
amount not to exceed the amount that it would receive pursuant to this section in the absence of the
passthrough agreement. However, to the extent that the passthrough payments received by the taxing
entity are less than the amount that the taxing entity would receive pursuant to this section in the
absence of a passthrough agreement, the taxing entity shall receive an additional payment that is
equivalent to the difference between those amounts.

(b) Property tax shares of local agencies shall be determined based on property tax allocation laws
in effect on the date of distribution, without the revenue exchange amounts allocated pursuant to Section
97.68 of the Revenue and Taxation Code, and without the property taxes allocated pursuant to Section
97.70 of the Revenue and Taxation Code.

(¢) The total school share, including passthroughs, shall be the share of the property taxes that
would have been received by school entities, as defined in subdivision (f) of Section 95 of the Revenue
and Taxation Code, in the jurisdictional territory of the former redevelopment agency, including, but not
limited to, the amounts specified in Sections 97.68 and 97.70 of the Revenue and Taxation Code.

(d) This section shall not be construed to increase any allocations of excess, additional, or
remaining funds that would otherwise have been allocated to cities, counties, cities and counties, or
special districts pursuant to clause (i) of subparagraph (B) of paragraph (4) of subdivision (d) of
Section 97.2, clause (i) of subparagraph (B) of paragraph (4) of subdivision (d) of Section 97.3, or
Article 4 (commencing with Section 98) of Chapter 6 of Part 0.5 of Division I, of the Revenue and
Taxation Code, had this section not been enacted.

SEC. 31. Section 34189 of the Health and Safety Code is amended to read:

34189. (a) Commencing on the effective date of this part, all provisions of the Community
Redevelopment Law that depend on the allocation of tax increment to redevelopment agencies, including, but
not limited to, Sections 33445, 33640, 33641, 33645, and subdivision (b) of Section 33670, shall be
inoperative, except as those sections apply to a redevelopment agency operating pursuant to Part 1.9
(commencing with Section 34192).

(b) To the extent that a provision of Part 1 (commencing with Section 33000), Part 1.5
(commencing with Section 34000), Part 1.6 (commencing with Section 34050), and Part 1.7
(commencing with Section 34100) conflicts with this part, the provisions of this part shall control.
Further, if
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a provision of Part | (commencing with Section 33000), Part 1.5 (commencing with Section
34000), Part 1.6 (commencing with Section 34050), or Part 1.7 (commencing with Section 34100)
provides an authority that the act adding this part is restricting or eliminating, the restriction and elimination
provisions of the act adding this part shall control.

(c) Itis intended that the provisions of this part shall be read in a manner as to avoid duplication
of payments.

SEC. 32. Section 34189.1 is added to the Health and Safety Code, to read:

34189.1. No party, public or private, may pursue, nor does a court have jurisdiction over, a
validation action with respect to any action of a redevelopment agency or a successor agency to a
redevelopment agency that took place on or after January 1, 2011, unless the Department of Finance and
the Controller, representing interests of the State of California and each of the taxing entities who could
be affected financially by the action, has been properly noticed. All actions shall be filed in the County of
Sacramento.

SEC. 33. Section 34189.2 is added to the Health and Safety Code, to read:

34189.2. A successor agency or any party to an enforceable obligation as defined under this
part shall properly notice the state with respect to a validation action involving any enforceable
obligation or matter of title to an asset that belonged to a redevelopment agency. For such an action to be
properly filed, both the Controller and the Director of Finance shall be noticed and actions shall be
filed in the County of Sacramento.

SEC. 34. Section 34189.3 is added to the Health and Safety Code, to read:

34189.3. An action contesting any act taken or determinations or decisions made pursuant to
this part or Part 1.8 (commencing with Section 34161) may be brought in superior court and shall be filed in
the County of Sacramento.

SEC. 35. Chapter 9 (commencing with Section 34191.1) is added to Part 1.85 of Division 24 of
the Health and Safety Code, to read:

CHAPTER 9. POSTCOMPLIANCE PROVISIONS

34191.1. The provisions of this chapter shall apply to a successor agency upon that agency’s
receipt of a finding of completion by the Department of Finance pursuant to Section 34179.7.

34191.3. Notwithstanding Section 34191.1, the requirements specified in subdivision (e) of
Section 34177 and subdivision (a) of Section 34181 shall be suspended, except as those provisions
apply to the transfers for governmental use, until the Department of Finance has approved a long-range
property management plan pursuant to subdivision (b) of Section 34191.5, at which point the plan shall
govern, and supersede all other provisions relating to, the disposition and use of the real property assets of
the former redevelopment agency. If the department has not approved a plan by January
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1, 2015, subdivision (e) of Section 34177 and subdivision (a) of Section 34181 shall be operative with
respect to that successor agency.

34191.4. The following provisions shall apply to any successor agency that has been issued a
finding of completion by the Department of Finance:

(a) All real property and interests in real property identified in subparagraph (C) of
paragraph (5) of subdivision (¢) of Section 34179.5 shall be transferred to the Community
Redevelopment Property Trust Fund of the successor agency upon approval by the Department of Finance
of the long-range property management plan submitted by the successor agency pursuant to subdivision
(b) of Section 34191.7 unless that property is subject to the requirements of any existing enforceable
obligation.

(by (1) Notwithstanding subdivision (d) of Section 34171, upon application by the
successor agency and approval by the oversight board, loan agreements entered into between the
redevelopment agency and the city, county, or city and county that created by the redevelopment agency
shall be deemed to be enforceable obligations provided that the oversight board makes a finding that the
loan was for legitimate redevelopment purposes.

(2) If the oversight board finds that the loan is an enforceable obligation, the accumulated
interest on the remaining principal amount of the loan shall be recalculated from origination at the interest
rate earned by funds deposited into the Local Agency Investment Fund. The loan shall be repaid to the city,
county, or city and county in accordance with a defined schedule over a reasonable term of years at an
interest rate not to exceed the interest rate earned by funds deposited into the Local Agency Investment
Fund. The annual loan repayments provided for in the recognized obligations payment schedules shall be
subject to all of the following limitations:

(A) Loan repayments shall not be made prior to the 20 13-14 fiscal year. Beginning in the 2013-14
fiscal year, the maximum repayment amount authorized each fiscal year for repayments made pursuant to
this subdivision and paragraph (7) of subdivision (e) of Section 34176 combined shall be equal to one-
half of the increase between the amount distributed to the taxing entities pursuant to paragraph (4) of
subdivision (a) of Section 34183 in that fiscal year and the amount distributed to taxing entities pursuant
to that paragraph in the 2012-13 base year. Loan or deferral repayments made pursuant to this
subdivision shall be second in priority to amounts to be repaid pursuant to paragraph (7) of subdivision
(e) of Section 34176.

(B) Repayments received by the city, county or city and county that formed the redevelopment
agency shall first be used to retire any outstanding amounts borrowed and owed to the Low and Moderate
Income Housing Fund of the former redevelopment agency for purposes of the Supplemental Educational
Revenue Augmentation Fund and shall be distributed to the Low and Moderate Income Housing Asset
Fund established by subdivision (d) of Section 34176.

(C) Twenty percent of any loan repayment shall be deducted from the loan repayment amount
and shall be transferred to the Low and Moderate Income Housing Asset Fund, after all outstanding
loans from the Low and
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Moderate Income Housing Fund for purposes of the Supplemental Educational Revenue
Augmentation Fund have been paid.

(¢) (1) Bond proceeds derived from bonds issued on or before December 31, 2010, shall be used
for the purposes for which the bonds were sold.

(2) (A) Notwithstanding Section 34177.3 or any other conflicting provision of law, bond
proceeds in excess of the amounts needed to satisfy approved enforceable obligations shall thereafter be
expended in a manner consistent with the original bond covenants. Enforceable obligations may be
satisfied by the creation of reserves for projects that are the subject of the enforceable obligation and
that are consistent with the contractual obligations for those projects, or by expending funds to complete
the projects. An expenditure made pursuant to this paragraph shall constitute the creation of excess bond
proceeds obligations to be paid from the excess proceeds. Excess bond proceeds obligations shall be
listed separately on the Recognized Obligation Payment Schedule submitted by the successor
agency.

(B) If remaining bond proceeds cannot be spent in a manner consistent with the bond
covenants pursuant to subparagraph (A), the proceeds shall be used to defease the bonds or to purchase
those same outstanding bonds on the open market for cancellation.

34191.5. (a) There is hereby established a Community Redevelopment Property Trust Fund,
administered by the successor agency, to serve as the repository of the former redevelopment agency’s
real properties identified in subparagraph (C) of paragraph (5) of subdivision (¢) of Section 34179.5.

(b) The successor agency shall prepare a long-range property management plan that addresses the
disposition and use of the real properties of the former redevelopment agency. The report shall be submitted
to the oversight board and the Department of Finance for approval no later than six months following
the issuance to the successor agency of the finding of completion.

(¢) The long-range property management plan shall do all of the following:

(1) Include an inventory of all properties in the trust. The inventory shall consist of all of the
following information:

(A) The date of the acquisition of the property and the value of the property at that time, and
an estimate of the current value of the property.

(B) The purpose for which the property was acquired.

(C) Parcel data, including address, lot size, and current zoning in the former agency
redevelopment plan or specific, community, or general plan.

(D) Anestimate of the current value of the parcel including, if available, any appraisal
information.

(E) An estimate of any lease, rental, or any other revenues generated by the property, and a
description of the contractual requirements for the disposition of those funds.

(F) The history of environmental contamination, including designation as a brownfield site, any
related environmental studies, and history of any remediation efforts.
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(G) A description of the property’s potential for transit-oriented development and the
advancement of the planning objectives of the successor agency.

(H) A brief history of previous development proposals and activity, including the rental or lease of
property.

(2) Address the use or disposition of all of the properties in the trust. Permissible uses include the
retention of the property for govemnmental use pursuant to subdivision (a) of Section 34181, the retention
of the property for future development, the sale of the property, or the use of the property to fulfill an
enforceable obligation. The plan shall separately identify and list properties in the trust dedicated to
governmental use purposes and properties retained for purposes of fulfilling an enforceable obligation.
With respect to the use or disposition of all other properties, all of the following shall apply:

(A) If the plan directs the use or liquidation of the property for a project identified in an approved
redevelopment plan, the property shall transfer to the city, county, or city and county.

(B) If the plan directs the liquidation of the property or the use of revenues generated from the
property, such as lease or parking revenues, for any purpose other than to fulfill an enforceable
obligation or other than that specified in subparagraph (A), the proceeds from the sale shall be distributed
as property tax to the taxing entities.

(C) Property shall not be transferred to a successor agency, city, county, or city and county,
unless the long-range property management plan has been approved by the oversight board and the
Department of Finance.

SEC. 36. The Legislature finds and declares as follows:

(a) Certain provisions of Assembly Bill 26 of the 201112 First Extraordinary Session of 2011
(Ch. 5, 201112 First Ex. Sess.) are internally inconsistent, or uncertain in their meaning, with regard to
the calculation of the amount to be paid by a county auditor-controller from the Redevelopment
Property Tax Trust Fund to meet passthrough payment obligations to local agencies and school entities.

(b) Consistent with the statement in Section 34183 of the Health and Safety Code, as added by
the measure identified in subdivision (a), that the provisions of that section are to apply
“[n]otwithstanding any other law,” it was the intent of the Legislature in enacting that measure that the
amount of the passthrough payments that are addressed by that section be determined in the manner
specified by paragraph (1) of subdivision (a) of Section 34183 of the Health and Safety Code, and that the
amount so calculated not be reduced or adjusted pursuant to the operation of any other provision of that
measure.

SEC. 37. If any provision of this act or the application thereof to any person or circumstance is
held invalid, the invalidity shall not affect other provisions or applications of this act which can be given
effect without the invalid provision or application and to this end, the provisions of this act are
severable.
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SEC. 38. There is hereby appropriated up to twenty-two million dollars ($22,000,000) from the
General Fund, for allocation to departments by the Director of Finance in turtherance of the objectives of
this act. Up to two million dollars ($2,000,000) of this amount may be allocated to the Director of the
Trial Court Trust Fund for allocation by the Administrative Office of the Courts to the Superior Court
of California, County of Sacramento for work associated with Part 1.85 (commencing with Section 34170)
of Division 24 of the Health and Safety Code. An allocation of funds approved by the Director of Finance
under this item shall become effective no sooner than 30 days after the director files written
notification thereof with the Chairperson of the Joint Legislative Budget Committee, and the
chairpersons of the fiscal committees in each house of the Legislature, or no sooner than any lesser time
the chairperson of the joint committee, or his or her designee, may in each instance determine.

SEC. 39. No reimbursement is required by this act pursuant to Section 6 of Article XIII B of
the California Constitution because this act provides for offsetting savings to local agencies or school
districts that result in no net costs to the local agencies or school districts, within the meaning of

Section 17556 of the Government Code.

SEC. 40. This act is a bill providing for appropriations related to the Budget Bill within the meaning of
subdivision (e} of Section 2 of Article IV of the California Constitution, has been identified as related to the budget in
the Budget Bill, and shall take effect immediately.
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WELCOME TO THE CALIFORNIA
DEPARTMENT OF FINANCE

Home » ABx1 26 — Redevelopment

HOUSING ASSETS

Pursuant to HSC section 34176 (a) (2), the entity assuming the housing functions of the former
redevelopment agency is required to submit to the Department of Finance a list of all housing assets
by August 1, 2012. The list must adequately detail how the housing asset meets the criteria specified
in HSC section 34176 (e) and must also include all assets transferred between February 1, 2012 and
the date upon which the list is created.

HSC section 34176 (a) (2) also states that Finance is to prescribe the format for the list. For purposes
of this notification, housing successor agencies should use the following Excel spreadsheet form.

Housing Entity Asset Reporting Form (xis, <1 MB)

The completed Excel spreadsheet form should be sent to the
redevelopment _administration@dof.ca.gov e-mail address, and should have the following title in the e
-mail subject line:

XXX Housing Successor Agency Asset Reporting Form

The Excel spreadsheet form should be submitted to Finance in Excel format — scanned pdf. copies,
or copies provided in any form other than an Excel spreadsheet are not acceptable.

If you have any questions concerning how the form should be completed, please reference the
following document:

Housing Entity Asset Reporting Form FAQs (.pdf, <1 MB)

JULY TRUE-UP PROCESS

On June 27, 2012 the Governor signed AB 1484, which imposes important new tasks on county
auditor-controliers and successor agencies. Health and Safety Code (HSC) section 34183.5
subdivision (b) as added by AB 1484 clarifies that property tax distributed to redevelopment agencies
in December 2011 or January 2012 should have been subject to distribution through the AB x1 26
mechanism. In part due to confusion about the Supreme Court’s order regarding the changes in
deadlines under AB x1 26, Finance believes very few, if any, counties correctly adjusted the June 1
property tax payments to successor agencies to capture the amount of funds owed to taxing entities
for the January through June period.

To accomplish the correct distribution of funds anticipated in AB x1 26 and as clarified in AB 1484,
the following steps are now required:

No later than July 9, 2012, county auditor-controllers are required to notify each successor
agency of the "residual” amount it stiil owes to affected taxing entities (ATEs), if anything,
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pursuant to HSC section 34183 (a) (4) for the period covered by the January 2012 to
June 2012 ROPS, after the payment of property tax-funded enforceable obligations and agency
administrative costs that were approved by Finance.

If the county auditor-controller applied any amounts owed to ATEs for the January to

June 2012 ROPS to fund enforceable obligations on the July through December 2012 ROPS,
this was incorrect. The amounts owed ATEs for the January to June 2012 ROPS should be
recomputed without any such deductions.

AB 1484 also provides that the county auditor-controller must not withhold any distribution to
ATEs or successor agencies based on disputes or for any other reason, unless ordered to do
so by a court. Thus, in the absence of a court order, any amounts held by counties that are
owed to ATEs or successor agencies for either the January through June period or the July
through December period must be distributed immediately.

Notice need not be sent to a successor agency if the county auditor-controller determines the
successor agency does not owe any monies to the ATEs pursuant to HSC section 34183 (a)
(4) for the January 2012 to June 2012 ROPS.

County auditor-controllers are asked to provide Finance with affirmative notice that they have
provided the required notice to each successor agency that owes an amount to the ATEs.
The Finance notification should be sent to the redevelopment_administration@dof.ca.gov e-
mail address no later than July 9, 2012. The notice should state as follows:

“The xxx County Auditor-Controller's Office hereby affirms it has provided the successor
agencies listed below with the notification required by Health and Safety Code section 34183.5

(b) (2) (A)

A list of those successor agencies to which billings were sent and the amounts of those billings
should be part of the notice to Finance.

For purposes of determining the total amount of property tax available to a successor agency
for the January 2012-June 2012 ROPS, the county auditor-controller should include all property
tax increment remitted to the former RDA for the fall of 2011 property tax distributions.
Typically, these took place in December 2011 or January 2012, but would also include any
monthly allocations up to that time made during fiscal year 2011-12.

For purposes of determining the amount of RPTTF that a successor agency was authorized by
Finance to expend for the January 2012-June 2012 period, county auditor-controllers must use
the amounts shown in Column E of the Exhibit 12 document on this webpage. These amounts
must be considered final determinations as provided in AB 1484,

County auditor-controllers should reflect in their calculations those HSC section 34183 (a)

(1) passthrough payments that were listed on the January 2012 to June 2012 ROPS approved
by Finance. County auditor-controllers also should reflect in their calculations any HSC section
34183 (a) (1) passthrough payments that the auditor-controller made on behalf of a successor
agency, but which were not listed on the ROPS, during the period covered by the January 2012
to June 2012 ROPS.
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' County auditor-controllers should use the special July process to distribute to the ATEs those
HSC section 34183 (a) (1) passthrough payments that were included on the Finance-approved
January 2012 to June 2012 ROPS, but which were not remitted by the successor agency to the
ATEs. if the successor agency chooses to provide the amounts necessary to fund pass-through
payments in amounts in addition to that which are otherwise owed in accordance with 34835.5
(b). Please note, these pass-through payments do not constitute a payment required by
section 34835.5(b)(2)(A). As such any failure to remit pass-through payments are not controlled
by section 345835.5(b) but are instead controlled by section 345835.5(a) and other
applicable law.

County auditor-controllers should not use the July process to distribute to the ATEs any HSC
section 34183 (a) (1) passthrough payments currently owed to the successor agencies that
were not included on the Finance-approved January 2012 to June 2012 ROPS. AB 1484
provides for an adjustment to be made in the next ROPS distribution process in January 2013
to account for these particular unpaid passthrough payments.

No later than July 12, 2012, each successor agency is required to remit to the county auditor-
controller the total amount specified in the above notification. Successor agencies must make
the remittances in the form and manner specified by the county auditor-controller.

If a successor agency fails to remit the required amount, county auditor-controllers
should notify Finance by July 13, 2012. This notification should be sent to the
redevelopment_administration@dof.ca.gov e-mail address. The notification should state
(1) the amount the successor agency was required to remit, and (2) the amount actually
remitted.

One comprehensive notification should be provided from each county; in counties where
multiple successor agencies fail to remit the required amount, please do not send a separate e-
mail for each non-compliant successor agency.

The required notification should have the following title in the e-mail subject line:

XXX County — Notification of Successor Agency Failures to Remit

If all of a county’s successor agencies make the required remittances, a notice to that
effect should be sent to the redevelopment_administration@dof.ca.gov e-mail address
with the following title in the e-mail subject line:

XXX County — Notification of Compliance With AB 1484 Remittances

No later than July 16, 2012, the county auditor-controller is required to pay to each ATE the
amounts owed from funds that were remitted by the successor agencies.

By July 26, 2012, the county auditor-controller is asked to notify Finance of the amounts
provided to the ATEs. For purposes of this notification, county auditor-controllers should use
the following Excel spreadsheet form:

Redevelopment Funds Allocation Reporting Form

(«is. <1 MB)The completed Excel spreadsheet form should be sent to the

141
http://www.dof.ca.gov/assembly bills 26-27/ 9/20/2012




ABx1 26 — Redevelopment Page 4 of 6

redevelopment_administration@dof.ca.gov e-mail address, and should have the following title
in the e-mail subject line:

XXX County July 2012 Reporting Form

The Excel spreadsheet form should be submitted to Finance in Excel format —
scanned pdf. copies, or copies provided in any form other than an Excel spreadsheet are
not acceptable.

The Excel spreadsheet form contains two tabs, respectively titled "Jan-June ROPS” and
“July-Dec ROPS”. Both tabs should be completed in accordance with the instructions
contained therein. Improperly completed spreadsheet forms will be returned.

County auditor-controllers must not change the formulas in the spreadsheet form.
Furthermore, county auditor-controllers must not lock cells, hide cells or columns, or
otherwise make any changes to the spreadsheet form that would inhibit Finance’s ability
to view the information in a given cell or column. Improperly modified spreadsheet forms
must be corrected.

There are significant penalties than can be applied if county auditor-controllers fail to
perform or successor agencies fail to pay required amounts under HSC section 34183.5.
The deadlines provided in the law are not discretionary and are needed to remedy the
state and local government cash situations.

CONTACT INFORMATION:

To contact the staff who are reviewing recognized obligation payment schedules and other aspects of
implementation of ABx1 26 and AB 1484, please e-mail:

email redevelopment administration@dof.ca gov

Or call (916) 445-1546

Persons wishing to report actions taken by Successor Agencies, such as questionable payments or
asset transfers, are encouraged to send an e-mail with pertinent details to the following address:

email redevelopment hotline@dof ca.gov

BOND QUESTIONS:

We are aware of some questions that have been raised by many in the financial community with
regard to redevelopment agency bonds. The document linked to below provides Department of
Finance views on the content of ABx1 26 that applies to these issues. While we cannot answer every
specific question in this document, we will endeavor to provide guidance if provided with sufficient
information. Please forward your questions to the e-mail and phone numbers noted above.

COMMON DISSOLUTION QUESTIONS:

We are also aware of several questions that have been asked with regard to specific dissolution
issues not directly related to bonds. The document linked below has questions and answers to
common issues. While we cannot answer every specific question in this document, we will endeavor
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to provide guidance if provided with sufficient information. Please forward your questions to the e-mail
and phone numbers noted above.

WEBPAGE LINKS:

County Auditor Controller Letter issued on 7-20-12 (pdf, <1 MB)

Successor Agency July Billing Review Letter issued on 7-20-12 (pdf, <1 MB)

Revised ROPS and Appeals Letter issued on 7-12-12 (pdf, <1 MB)

Redevelopment AB1484 Guidance Letter issued on 7-11-12 (pdf, <1 MB)

ROPS Reaview Letters Issued by Finance (as of 6/1/2012 at 10:00am)

A consolidated version of the dissolution law is now available at: www leginfo.ca.gov/calaw. html
(www leginfo.ca gov) under the Health and Safety Code Division 24, Parts 1.8 and 1.85 (begining with
Section 34161)

The full text of ABx1 26 is provided in the link below:

Exhibit 1 (www leginfo.ca.gov, pdf, <1 MB)

The Full text of AB1484 (Chapter 26, Statutes of 2012) is provided in the link below

Exhibit 2 (www.leginfo.ca.gov, pdf, <1 MB)

On December 29, 2011, the Supreme Court issued its decision in RDAs v. Matosantos. The full text
of the decision can be found here:

Exhibit 3 (www courts.ca.gov, .pdf, <1 MB)

Questions and answers regarding Recognized Obligation Payment Schedules

Exhibit 4 (.pdf, <1 MB)

Pass Through Payments

Exhibit 5 (pdf, <1 MB)

Questions and answers regarding redevelopment agency bonds:

Exhiblt 8 (pdf, <1 MB)

Questions and answers regarding common dissolution issues:

Exnibit 7 (pdf, <1 MB)
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Recognized Obligation Payment Schedule (ROPS Ill) Template and Instructions:
Instructions (pdf, <t MB)

Template ( xis, <1 MB)

Administrative Cost Caps:

Exhibit 9 ( pdf, <1 MB)

Questioned and Approved SA Recognized Obligation Payments to be Paid by RPTTF:
Exhibit 12 (updated as of 7/9/12 at 5:15pm) (.xls, <1 MB)

Conditions of Use | Privacy Policy
Copyright © 2011 State of California
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Deborah Lauchner - July true-up billing Exhibit B
W

From: "Adeva, Jun" <JGAdeva@solanocounty.com>

To: "Chris.Hill@dof.ca.gov" <Chris.Hill@dof.ca.gov>, "RedevelopmentAdministr...
Date: 7/11/2012 4:40 PM

Subject: July true-up billing

CC: "dlauchner@ci.vallejo.ca.us" <dlauchner@ci.vallejo.ca.us>, "JasonGarben...

Attachments: Vallejo's 1st ROPS true-up; VJO ROPS Recon_Exh 12.xIsx

Hello Chris:

Yesterday, we made some changes in the true-up of the 1%t ROPS for Vallejo because of the removal of some
duplicated admin cost Vallejo indicated was reported in their ROPS which DOF approved. Thatledto a revision
in their billing (see attached email) from our original billing on July 6, 2012. Later, they questioned another item
and in reviewing Exhibit 12 yesterday, we noted some changes DOF made on July 9 which affected Valiejo's
ROPS. In our attached reconciliation (excel file), you will note that the original Exhibit 12 ROPS for Vallejo, the
amount shown was $2,387,980 which excluded the $116,250. Our calculation for our original billing excluded
the foregoing amount as well. In the July 9 ROPS, this amount was added back...resulting in our calculation
amending the revised amount we sent you yesterday (attached email). in view of the updated Exhibit 12 as last
revised on July 9 at 5:15pm, we are amending the billing to Vallejo. After all the corrections mentioned in the
foregoing, the final billing for Vallejo per AB1484 is $192,747.23.

:Also, we noted that the update In Exhibit 12 on July 9 brought changes to the following cities:

1. Suisun’s ROPS was revised to reflect the deletion of two items, namely: Audit Cost for $9,500 and the
RDA Employee/Admin for $135,900. As a result we are revising the billing to Suisun from $411,872 to $557,272
an increase of $145,400 as reflected in Exhibit 12.

2. Also noted in the same update is a reduction in the ROPS for Fairfield in the amount of $685. We are
not initiating any action to revise our previous billing to Fairfield. The billing for Fairfield remains at
$10,113,839.08. The amount of adjustment is so insignificant and the cost of the effort to revise our calculation
and the time constraint to do it do not justify that we need to correct the billing. We will note of this change
and make the true up of the amount in the next ROPS payment to be done in January 2013. We have cc'd the
City of Fairfield to note the change and the action we have taken when to effect the change.

Just an added thought. There has been a lot of confusion in this whole true-up process. The law (AB1484) was
approved and the timeline established was so tight that it puts everyone in a very short notice to implement its
provisions. What has compounded the problem is the uncertainty of the data being used because they are
subject to change without much notice. We are aware of DOF’s standing instruction to keep everyone posted
thru a series of updates in their website. However, given the complexity and the tedious process to perform the
calculation, it left the Auditor’s Office in awe as to when to start the calculation to beat the deadline or wait for
the latest update (whenever that is) so that we have the latest information to use. | hope that as we look
forward and implement the rest of the ABX1 26 , AB1484 and whatever is coming, it is suggested that DOF
should develop a process on how these information can be relayed to everyone (Auditor-Controller, Successor
Agencies, other interested parties). Without established procedures, this confusion, frustration, and revision
will continue. | hope DOF will exert the effort in improving its communication channel for the benefit of
everyone.

On a positive note, | would like to thank you Chris for your effort in trying to make yourself accessible to us in
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some of our queries. | know with 400 RDAs statewide, you must be overwhelmed. itis not easy.
Thanks

jun Adeva

Chief Deputy Auditor-Controller

Property Tax and Grants Division

Solano County Auditor-Controller’s Office
675 Texas St., Suite 2810

Fairfield, CA 94533

Tel. No. {707) 784-3418

Fax No. (707) 784-3006

Email: jgadeva@solanocounty.com

NOTICE OF CONFIDENTIALITY: This e-mail message, including any
attachments, is intended only for the use of the individual or entity
to which it is addressed and may contain information that is
privileged, confidential or exempt from disclosure under applicable
laws. If you are not the intended recipient, you are notified that
dissemination, distribution, or copying of this communication is
strictly prohibited and may be a violation of law. If you have
received this communication in error, please notify the sender by
reply e-mail and delete all copies of the original message.
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OFFICE OF THE DIRECTOR

August 27, 2012

Ms. Elena Adair, Assistant Finance Director
City of Vallgjo

555 Santa Clara Street

Vallejo, CA 84590

Dear Ms. Adair:

This letter is a follow-up to our July 20, 2012 letter in which the Department of Finance
(Finance) asked the Successor Agency (Agency) to submit information related to the July billing
dispute.

Finance contacted the Agency on July 20, 2012, regarding a discrepancy between the amount
the Agency was billed on July 8, 2012 by the County Auditor-Controller (CAC) pursuant to
Health and Safety Code (HSC) section 34183.5 (b) (2) (A) and the amount the Agency
subsequently remitted to them on July 12, 2012. Inour letter, Finance requested that the
Agency provide any information that would justify the underpayment by July 31, 2012.

Finance has completed its review of the material submitted and its assessment of the Agency's
situation. While Finance does not have the statutory authorization to reduce the amount the
Agency has been billed by the CAC, we do not intend to pursue either the civil penalties or the
Sales and Use Tax offsets that may be levied when an Agency fails to pay the billed amount.

However, please be advised that pursuant to HSC section 34179.7, as a result of not paying the
demand amount, Finance may be prohibited from issuing a Finding of Completion to the
Agency. Receiving a Finding of Completion can allow a Successor Agency to do several things,
including expend “stranded” bond proceeds for specified purposes, repay loans from the city to
the former RDA that currently are not recognized as Enforceable Obligations, and transfer land
to the city so that it may be used for the purposes identified in the original redevelopment plan.

We thank you for providing all requested information and for working cooperatively with our staff
as they conducted their review. If you have any questions or concerns regarding this matter,
please contact Justyn Howard, Assistant Program Budget Manager, at (916) 445-1546.

Sincerely,
et
STEV
Local

cc. County Auditor-Controller
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Deborah Lauchner - RE: Vallejo July Billing Dispute Follow Up

From: "Adeva, Jun" <JGAdeva@solanocounty.com>

To: 'Redevelopment Administration’ <RedevelopmentAdministration@dof.ca.gov>
Date: 8/28/2012 10:17 AM

Subject: RE: Vallejo July Billing Dispute Follow Up

CC: "“Elena Adair (eadair@eci.vallejo.ca.us)" <eadair@ci.vallejo.ca.us>, "Pa...

Hello Justyn:

Appreciate your quick response. | guess|am somewhat confused. Mr Szalay’s letter is quoted in part:

1. “while Finance does not have the statutory authorization to reduce the amount the Agency (Vallejo)
has been billed by the CAC (County Auditor-Controller}....
2. “However, please be advised that pursuant to HSC 34179.7, as a result of not paying the demand

amount, Finance may be prohibited from issuing a Finding of Completion to the Agency.”

My point is on item number 1. above... DOF may not have the authority to reduce the amount but | don’t think
the statute prohibits either the CAC to correct the amount originally it billed to the Agency which in this case has
reduced the billing from $300,000+ to $192,000+ based on the circumstances described in ACO’s email attached
in the previous email. The amount demanded by CAC was for $192,000 and the Agency has complied by paying
the corrected amount.

This brings us to item 2. above, which | underlined. Contrary to what the letter says, the Agency {Valiejo) has
paid the corrected amount demanded by CAC which is $192,000.

If the “non-payment of the amount demanded” is the only item which may prohibit your office to issue a Finding
of Completion, what | am asking is for DOF to please reconsider their position because based on the
documentation ACO (not the Agency) provided, it shows that the Agency has paid the amount CAC has
demanded.

Thanks

Jun

From: Redevelopment Administration [mai!tc:RedevelopmentAdminlstratfon@dof.ca.gov]

Sent: Tuesday, August 28, 2012 9:38 AM

To: Adeva, Jun; Redevelopment Administration

Cc: 'Elena Adair’ (eadair@ci.vallejo.ca.us); padilla-Scholtens, Simona J.; dlauchner@ci.vallejo.ca.us; Taynton,
Phyliis; Suess, Evelyn; Hill, Chris; Dunham, Brian

Subject: RE: Vallejo July Billing Dispute Follow Up

HI Jun,

| am not sure what you are asking us to do and | am not sure what you mean by “not acceptable.” As the fetter
stated we reviewed Vallejo’s situation and on the basis of that review we do not intend to seek penalties. That
is an acknowledgement of the issue to which you refer. However, we also indicate in our letter that we don’t
have the statutory authority to change the demand amount. Finally we state that we may not be able to issue a
finding of completion. We are exploring some scenarios related to this right now and as such it is not clear
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whether we can or cannot issue one at this time.

Thanks,
lustyn

From: Adeva, Jun [mailto:)JGAdeva@solanocounty.com]
Sent: Tuesday, August 28, 2012 7:52 AM

To: Redevelopment Administration

Cc: 'Elena Adair' (eadair@di.vallejo.ca.us); Padilla-Scholtens, Simona 1.; dlauchner@ci.vallejo.ca.us; Taynton,
Phyllis; Suess, Evelyn; Hill, Chris; Dunham, Brian

Subject: FW: Vallejo July Billing Dispute Follow Up

Hello Mr Howard:

This email is in response to Mr Steve Szalay’s attached letter regarding an explanation relating to the “July billing
dispute”. | was under the impression that after ACO's attached email “Vallejo true-up” sent to you explaining
the circumstances leading to a reduced amount Vallejo has to pay, this matter would be resolved, Also, !
understand, Vallejo has sent the same explanation to DOF in this regard. In addition, around a week or two ago,
| was on a telephone conversation (in response to his call) with Mr Brian Dunham reconciling the amount
originally billed at $300,000+ down to $192,000+ and | thought we have cleared everything to connect the two
figures together as to why the amount Vallejo paid was the correct amount.

| would appreciate if you could please respond to this email and let me know why the attached explanation is
not acceptable and probably some direction on how we can resolve this issue. If this is the only item holding
DOF from the issuance of a Finding of Completion to Vallejo, I request for you to please reconsider it based on
the explanation illustrated on spreadsheet attached to our email.

If you have any question, please call...
Thanks

Jun Adeva

Chief Deputy Auditor-Controller

Property Tax and Grants Division

Solano County Auditor-Controller’s Office
675 Texas Street, Suite 2800

Fairfield, CA 94533

Tel No. (707) 784-3418

From: Redevelopment Administration [ mailto: RedevelopmentAdministration@dof.ca.gov]
Sent: Monday, August 27, 2012 7:08 PM

To: eadair@ci.valleio.ca.us; Padilla-Scholtens, Simona J.; Adeva, Jun

Subject: Vailejo July Billing Dispute Follow Up

Please see the attached follow up letter related to the Department of Finance’s (Finance) July 20, 2012 letter in
which Finance asked the Successor Agency to submit information related to the July billing dispute,

Department of Finance
Redevelopment Agency Administration

NOTICE OF CONFIDENTIALITY: This e-mail message, including any
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Lt

September 4, 2012

Mark Hill, Program Budget Manager
Department of Finance

915 L Street, Floor 8

Sacramento, CA 95814-3706
Redevelopment_administration@idof.ca.gov

Dear Mr. Hill:

This letter is being provided with the Successor Agency to the Redevelopment Agency of the City of
Vallejo’s ROPS 111 submittal and will serve as an explanation of some of the notes you will find on our
ROPS L

On June 18, 2012, the Successor Agency sent a letter to you in response to the Department of Finance’s
ROPS approval letter dated May 30, 2012 (Exhibit A). In our letter we strenuously disputed the
Department’s denial of item 3 (Six Flags Parking Obligation) listed on page one of the submitted ROPS
form. The Successor Agency’s letter clearly outlined the enforceable nature of this obligation and the
Successor Agency has requested to meet with the Department to resolve this issue.

On July 9, 2012, the County Auditor Controller sent the Successor Agency an invoice as required under
AB1484. The Successor Agency contacted the County to inform them the invoice was incorrect and we
worked together to fix the issues and agree on the settle-up amount. Those issues are outlined as follows
and supported by the documents in Exhibit B:

The Department of Finance originally listed the ROPS 1 funding available as $2,387,980. This
amount incorrectly omitted an approved 1990 Bond obligation in the amount of $116,250. The
1990 Bond obligation had not been disallowed by the Department of Finance; it was simply left
out of the total on DOF Schedule 12. Please note this issue presented itself again on our ROPS II
when the Successor Agency was denied the full amount of approved funding based the
Department’s erroneous omission from Schedule 12 of the debt obligations listed on lines 19 and
20 which equate to $331,451 and are required to meet a bond obligation. This will be discussed
later.

On July 9, 2012 after 5:00 p.m., the DOF Schedule 12 was updated and the amount of allowed
funding was increased by $116,120 to $2,504,100. This was still $130 short of the bond
obligation payment as approved by the Department of Finance on May 30, 2012.
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On July 10, the County Auditor Controller sent the Department of Finance a revised invoice for
the Successor Agency in Vallejo. This revised invoice was for $192,747.23 and the Successor
Agency paid that amount in full on July 12, 2012 as required by law.

On August 27, 2012, the Successor Agency received a letter from Mr. Steve Szalay at the
Department of Finance. This letter states that the Successor Agency to the Redevelopment
Agency of the City of Vallejo did not pay the amount the Agency was billed by the County
Auditor Controller and the Department of Finance may be prohibited from issuing a “Finding of
Completion” to the Agency.

On August 28, 2012, the County Auditor Controller sent an email in response to this letter. The
County Auditor Controller protested the information that is outlined in Mr. Szalay’s letter. The
County Auditor Controller noted that the City had in fact paid the proper amount as demanded
and disputed the Department of Finance’s contention that it might be prohibited from issuing this
“Finding of Completion.”

The Department of Finance has listed the ROPS II funding available as $1,293,101. This amount
excludes $331,451 for the 2001 Bond obligation and trustee administrative fees which the Department
has accepted as approved enforceable obligations shown on lines 19 and 20. In other words this
obligation was simply left out of the total on DOF Schedule 12 for ROPS 11, apparently as the result of a
clerical error. The County Auditor Controller is aware of this clerical error and we believe that they are
currently holding the $331,451 in the Successor Agency’s RPTTF pending correction of this error. To
facilitate that correction we have included this amount again on Line B of the Successor Agency’s
ROPS III. The amount in Line B of $1,739,306 includes $1,407,855 being funded through use of
current period RPTTF funding and $331,451 of ROPS II RPTTF funding that we believe the County
still retains. The Department’s clerical error needs to be remedied so the Successor Agency can pay the
2001 Bond obligation with RPTTF monies held by the County. The Successor Agency is requesting to
meet with the Department of Finance to resolve this clerical error and provide the correct funding as
approved by the Department of Finance on May 30, 2012. (Exhibit C, Form C, Item 19)

The Successor Agency does not have excess cash and, in order for the Successor Agency to meet the Six
Flags obligation and its other enforceable obligations, all available balances need to be applied to those
projects now. The on-going RPTTF available for obligations is not sufficient to be able to make up for
these funding short-falls. The Successor Agency is again requesting to meet and confer with the
Department of Finance on these issues so they can be resolved and the obligations can be met.

City Manager for the Successor Agency

Ce:  Congressman Mike Thompson
State Senator Lois Wolk
State Assemblymember Susan A. Bonilla
State Assemblymember Michael Allen
Simona Padilla-Scholtens, Solano County Auditor Controller
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FILED / ENDORSED

APR 30 2009

By Christa Beebout, Deputy Clerk

SUPERIOR COURT OF CALIFORNIA

COUNTY OF SACRAMENTO
CALIFORNIA REDEVELOPMENT - No. 34-2008-00028334-CU-WM-GDS
ASSOCIATION, COMMUNITY Department 33

REDEVELOPMENT AGENCY OF THE
CITY OF MORENO VALLEY, MADERA
REDEVELOPMENT AGENCY and JOHNF.
SHIREY, an individual,

Petitioners and Plaintiffs,

v. RULING ON SUBMITTED MATTER

MICHAEL C. GENEST, Director of the
Department of Finance, and ROBERT E. BRYD,
Auditor-Controller of the County of Riverside on
his own behalf and as the representative of all other
County Auditors in the State of California, and
Does 1 through 30,

Respondents and Defendants.

Petitioners challenge the constitutionality of Health and Safety Code sections 33685
through 33689, statutory provisions requiring each California redevelopment agency to transfer a
specified amount of its funds to the Educational Revenue Augmentation Fund (“ERAF”} in its
county. Petitioners contend that these statutory provisions are unconstitutional on their face and
as applied. [n particular, petitioners contend that the statutory provisions violate article XVI,
section 16 of the California Constitution which authorizes the Legislature to provide for the
financing of redevelopment projects with property tax increment revenues; the prohibition on the
impairment of contractual obligations under article I, section 9 of the California Constitution and
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| article Losection 10 ot the United States Constitution; and the prohibition on the taking ot
property without just compensation in violation of article 1, sections 7 and 19 of the California
Constitution and the Fitth Amendment to the United States Constitution. Petitioners scek
declaratory, mandamus and injunctive relict preventing respondents from implementing and
enforeing sections 33685 through 33689,

BACKGROUND

The California Redevelopment Law (“CRL”: Health and Safety Code section 33000
et seq.)’ provides for the redevelopment of blighted urban areas by an agency specially formed
ior that purpose by the legislative body of a local government, inchuding a city counctt and a
county board of supervisors. (§§ 33030 et seq., 33100 et seq.) Among the purposes of the CRL
are an expansion of the supply ol low- und moderate-income housing; an expansion of
cmployment opportunitics for jobless, underemploved and low-income persons; and the
provision of an environment for social, economic, and psychological growth and well-being of
citizens. (§ 33071)

To finance its redevelopment projects, a redevelopment agency redevelopment
agency ("RDA™) may obtain grants or loans from any public or private source, issue bonds. and
nvest moneys held in reserves or sinking funds or not required for immediate disbursement, (§8
33600, 33601, 33602, 33603, 33640 et seq.) An RDA lacks the power to levy taxes for the
purpose of raising revenues to repay the indebtedness it incurs in redevelopment activities, but it
may use tax increment revenues pursuant to article XVI, section 16 of the California Constitution
“section 167) and the statutory provisions implementing section 16 in sections 33670 ot scq. of
the CRI,

Fax inerement financing has been a part of the California Constitution since
Novemper 1952 when it was adopted by volers as former section 19 of article ViTl 1o be later
renumbered as section 16 of article XVI. (See Request for Judicial Notice in Support of Petition

1

for Wnt of Mandate and Complaint, Exhi

+ e

bits 9, 10.) Section 16 provides a method of financing
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redevelopment with tax revenues derived from increases in the assessed value of real property
within a redevelopment project area. The method is “self-liquidating” and avoids burdens on the
general funds of local governments or increases in property tax rates to pay for redevelopment.
(/bid. See Exhibit 8 (Report of the Joint Senate-Assembly Interim Committee on Community
Redevelopment and Housing Problems, June 13, 1951, p. 22.)

Specifically, section 16 authorizes the Legislature to enact and implement a method
of financing redevelopment projects with tax increment revenues in the following manner:
When a redevelopment project is approved and the assessed value of taxable property in the
project area increases as a result of redevelopment activities, the taxes levied on such property
are divided between the taxing agency and the RDA. (See Craig v. City of Poway (1994) 28
Cal.App.4th 319, 325, citing Redevelopment Agency v. County of San Bernardino (1978) 21
Cal.3d 255, 259 and Bell Community Redevelopment Agency v. Woosley (1985) 169 Cal.App.3d
24,27.) The taxing agency receives the taxes levied and collected on the assessed value of the
property at the time the project is approved, and the additional taxes | generéted by the increase in
the assessed value of the property -- the tax increment - is deposited in a special fund for use by
the RDA in repaying indebtedness incurred in financing the project. (Ibid)

As explained in the 1952 ballot pamphlet materials for section 16’s predecessor
(Request for Judicial Notice in Support of Petition for Writ of Mandate and Complaint, Exhibit
10), the constitutional provisions are permissive in character and become effective only by the
acts of the Legislature and the legislative body of an RDA. The provisions empower the
Legislature to provide for the division of tax revenues in a redevelopment area and to enact those
laws necessary to enforce that division. (/bid.) The provisions empower an RDA to use the tax
increment provisions separately or in combination with other powers granted by the CRL and
other laws pertaining to RDAs. (/bid.)

In implementing section 16 since 1952, the Legislature seeks to fulfill the intent of
the voters approving section 16 whenever the provisions of section 16 require the allocation of
money between agencies. (§ 33670.5.) In that context, the Legislature has regulated the use of
fax increment revenues by RDAs in various ways. In particular, the Legislature has:
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« limited the time period for repayment of indebtedness with tax increment revenues -

(§§ 33333.2, 33333.6) and the amount of bonded indebtedness repayable with tax increment
revenues (§ 3334.1);

» required RDAs to pay tax increment revenues to taxing agencies burdened by redevelopment
projects (§§ 33607.5, 33607.7);

» authorized county auditors to deduct their costs of assessing, collecting gnd allocating
property tax revenues for other jurisdictions, including tax increment for RDAs, from the
allocations of the other jurisdictions (Rev. & Tax. Code § 95.3; Community Redevelopment
Agency v. County of Los Angeles (2001) 89 Cal.App.4th 719);

» required RDAs to use 20 percent of their tax increment revenue to increase | improve, and
preserve low- and moderate income housing (§ 33334.2).

In a number of fiscal years since 1992, including the 2008-2009 fiscal year at issue in
this proceeding, the Legislature has required RDAS to transfer specified amounts of their legally
available funds to their county ERAF. tSee former § 33681 (1992-1993), former § 33681.5
(1993-1994, 1994-1995), § 33681.7 (2002-2003), § 33681.9 (2003-2004), § 33681.12 (2004-
2005, 2005-2006), § 33685 (2008-2009).) The total amount to be transferred by RDAs during
the 2008-2009 fiscal year is, as determined by respondent Director of Finance, the greater of
$350,000 or five percent of the tax increment revenue apportioned to RDAs. (§ 33685, subd.
(a)(2)(A).) This total amount is apportioned among the RDAs by the Director of Finance
pursuant to specified formulas (§ 33685, subd. (a)(2)(B)-(J)), and he notifies each RDA,
legislative body and county auditor of the amount to be transferred by the RDA to the county’s
ERAF on or before May 10, 2009. (§ 33685, subd. (a}(2)(K).) The amount is declared to be an
indebtedness of the redevelopment project to which it relates, payable from tax increment
revenues allocated to the RDA until paid in full. (§ 33685, subd. (e).)

An RDA may make the ERAF transfer required by section 33685 in the 2008-2009
fiscal year using any funds that are “legally available and not legally obligated for other uses,
including . . . reserve funds, proceeds of land sales, proceeds of bonds or other indebtedness,

lease revenues, interest and other earmed income.” When the RDA has insufficient funds to make
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the full ERAF transfer, it may borrow up to 50 percent of the amount to be allocated to low- and
moderate-income housing under sections 33334.2, 33334.3 and 33334.6 in specified
circumstances; borrow from its legislative body; or borrow from a joint powers agency. (§
33685, subds. (b) and (d), § 33686, § 33688.) The obligation to make the transfer is subordinate
to the lien of any pledge of collateral securing the payment of the principal or interest on any
bonds of the RDA, including bonds secured by a pledge of tax increment revenues. (§ 33685,
subd. (a)(3).)

As in the case of required ERAF transfers by RDAs in previous fiscal years since
1992-1993, the ERAF transfers required during the 2008-2009 fiscal year are based on legislative
findings and declarations in subdivision (a) of section 33680 regarding the relationship between
redevelopment purposes and adequately funded school operations : “[Tlhe effectuation of the
primary purposes of the Community Redevelopment Law, including job creation, attracting new
private commercial investments, the physical and social improvement of residential
neighborhoods, and the provision and maintenance of low- and moderate-income housing, is
dependent upon the existence of an adequate and financially solvent school system which is
capable of providing for the safety and education of students who live within both redevelopment
project areas and housing assisted by redevelopment agencies. The attraction of new businesses
to redevelopment project areas depends upon the existence of an adequately trained work force,
which can only be accomplished if education at the primary and secondary schools is adequate
and general education and job training at community colleges is available. The ability of
communities to build residential development and attract residents in redevelopment project
areas depends upon the existence of adequately maintained and operating schools serving the
redevelopment project area. The development and maintenance of low- and moderate-income
houstng both within redevelopment project areas and throughout the community can only be

successtul if adequate schools exist to serve the residents of this housing.” >

! For purposes of the CRL, “community” is defined as “a city, county, city and county, or Indian tribe, band,
ot group wich is incorporated or which otherwise exercises some local governmental powers.” (§33002.) The
community of an RDA is the city, county or city and county whose legislative body has organized the RDA. (See 88
33100-33101)
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The ERAF transfers for the 2008-2009 fiscal year are further based on legislative
findings and declarations in subdivision (d) of section 33680 which are similar to legislative
findings and declarations with respect to ERAF transfers required during previous fiscal years:
“(1) Because of reduced funds available to the state to assist schools that benefit and serve
redevelopment project areas during the 2008-2009 fiscal year, it is necessary for redevelopment
agencies to make additional payments to assist the programs and operations of these schools o
cnsure. that the objectives stated in this section can be met. [q] (2) The payments to schools
pursuant to Section 33685 are of benefit to redevelopment pro}ect areas.”

Reflecting the foregoing legislative findings and declarations, subdivision (f)‘ of
section 33685 states the intent of the Legislature that the RDAs’ ERAF transfers during the 2008-
2009 fiscal year “directly or indirectly assist in the financing or refinancing, in whole or in part,
of the community’s redevelopment project pursuant to section 16 of Article XVI of the California
Constitution.”

Petitioner Community Redevelopment Agency of the City of Moreno Valley has
mentioned legislatively required ERAF transfers by RDAs in the discussion of risk factors
associated with tax allocation bonds secured by tax increment revenues and issued in 2007 to
fund various redevelopment activities. (See Request for Judicial Notice in Support of Petition
for Writ of Mandate and Complaint, Exhibit 20, pp. 10-13, 27-28.) The indenture for the 2007
bonds states: “Tax Revenues received by the Agency may be reduced by specific legislative
shifts in property tax allocations. . .. [{] Based on the foregoing, investors should assume that
there may be reductions in Tax Increment Revenues available (o the Agency, which will in turn
reduce those moneys available as Tax Revenues. The magnitude of such reductions cannot be
quantified at this time, but it may be substantial and affect multiple years.” (Jd., pp.27-28.}

Similarly, petitioner Madera Redevelopment Agency has specified a risk for owners
of tax allocation bonds it issued in 2008 and secured by tax increment: “Given the level of the
State’s budget deficit problems, it is possible that tax increment available for payment of the

Bonds may be reduced in the future by actions of the State Legislature and the Agency’s ability
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to pay debt service on the Bonds may be impaired. (See Second Request for Judicial Notice in
Support of Petition for Writ of Mandate and Complaint, Exhibits 32, pp. 16ff.; Exhibit 34.)
ANALYSIS OF CONTENTIONS’

Section 16

Petitioners contend that section 16 creates a special fund for tax increment revenues
which secure bonds and other forms of indebtedness issued by RDAs to finance projects for the
elimination of urban blight pursuant to the CRL. According to petitioners, the transfers of tax
increment revenues to ERAF required by sections 33685 through 33689 impermissibly divert
their function as a source of security and repayment for RDAs” bonds and other forms of
indebtedness, thereby jeopardizing repayment of the indebtedness, severely reducing or
eliminating the marketability of the bonds, and depriving the RDAs of the stable, long-term
source of revenues intended by section 16 for the financing of redevelopment projects.

Petitioners further contend that the legislative findings and declarations in sections
33680 and 33685, specifying that the achievement of CRL purposes depends on adequately
funded school operations and declaring that the ERAF transfers of tax increment benefit
redevelopment projects, are false and do not warrant the presumption of correctness usually
accorded legislative findings. In petitioners’ view, the ERAF transfers do not serve any
redevelopment purpose in accordance with the requirements of section 16; rather the transfers are
actually intended to reduce the state’s obligation to fund schools imposed by Proposition 98
during a period of severe budgetary constraints, while the procedures used to distribute the

transferred funds from ERAFs to schools under Government Code section 97.3 provide no

* As a preliminary matter, respondent Genest concedes that petitioner Shirey has taxpayer standing to assert
a facial challenge to the constitutionality of sections 33863 through 33869 but denies that petitioners Moreno Valtey
RDA, Madera RDA and California Redevelopment Association have standing to assert any claim under the holding
of San Miguel Consolidated Fire Protection District v. Davis (1994) 25 Cal. App.4th 134, 143-145. Because the
court resolves this case on the facial chatlenge to sections 33865 through 33869 which petitioner Shirey has standing
to bring, the court may proceed to address the challenge whether or not petitioners Moreno Vailey RDA, Madera
RDA and California Redevelopment Association also have standing. The court notes, however, that a public agency
like an RIDA may have standing to challenge the constitutionality of a statute where the statute has a significant and
direct effect on the agency’s performance of its duties. (See, e.g, Selinger v City Councd (1989} 216 Cal.App.3d
259: Jefferson Union School Dist v City Council (1954) 129 Cal. App.2d 264, 267} Here, sections 336835 through
11689 directly impact tax increment financing which is critical to the operations of the Moreno Valley and Madera
RDAs and the members of the California Redevelopment Association.
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assurance that the funds will be distributed to schools serving students within the redevelopment
project area or will otherwise benefit the project. Petitioners argue that the Legislature could
similarly and improperly require RDAS to transfer tax increment revenues to local governments
for the provision of other public services like law enforcement on the basis of arbitrary claims
that the achievement of redevelopment purposes depend on the adequate funding of such other
services and that tax increment revenues are needed for adequate funding of the services.
Finally, petitioners contend that the required ERAF transfers do not constitute

“indebtedness” of the RDAs payable or repayable with tax increment revenues under the terms of
section 16 and case law which construes section 16 indebtedness to include all obligations
incurred by the RDAs under executory contracts, performed contracts, or repayment provisions
of the RDASs’ bonds and loans. (See Marek v. Napa Community Redevelopment Agency (1988)
46 Cal.3d 1070, 1082.)

| Section 16 gives the Legislature broad authority and discretion to enact laws
implementing and enforcing its provisions. That authority and discretion, however, is not
unbounded. The Legislature must implement section 16 in a manner consistent with the terﬁs of
section 16 and the intent of the voters when they approved the section, to provide a method of
financing redevelopment projects with tax increment revenues. (See § 33670.5; Request for
Judicial Notice in Support of Petition for Writ of Mandate and Complaint, Exhibit 10.) Acting
consistent with that intent, the Legislature may enact laws to govern the handling and use of tax
increment revenues to finance redevelopment projects under the CRL, but it may not enact laws
allocating tax increment revenues for purposes unrelated to redevelopment. In contrast to the
Legislature’s authority under article XIII A of the California Constitution (Proposition 13) to
allocate focal property tax revenues among local governments and schools as it deems reasonable
(County of Sonoma v. Commission on State Mandates (2000) 84 Cal. App.4th 1264, 1281-1282,
citing Amador Valley Joint Union High School District v. State Board of Equalization (1978) 22
Cal.3d 208, 208, 226-227, County of Los Angeles v. Sasaki (1994) 23 Cal.App.4th 1442, 1457,

and Arcadia Redevelopment Agency v. Ikemoto (1993) 16 Cal.App.4th 444, 453), the Legislature
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cannot properly dispense with the constitutional allocation of tax increment revenues to the
financing of redevelopment projects pursuant to section 16.

The Legislature was clearly cognizant of and sought to comply with this
constitutional allocation of tax increment revenues when it enacted sections 33685 through
33689 and amended section 33680. Through the findings and declarations in subdivisions (a)
and (d) of section 33680, the Legislature sought to link the achievement of the primary economic
and residential development purposes of the CRL with the required payments by RDAs to county
ERAFs for distribution to schools serving students who live in redevelopment project areas and
in housing assisted by the projects. Similarly, in subdivisions (e) and (f) of section 33685, the
Legislature characterized the required ERAF transfers as indebtedness of the redevelopment
projects to be repaid in full with tax increment revenues received by the RDAs, and expressed its
intent that the ERAF transfers directly or indirectly assist in the financing of redevelopment
projects pursuant to section 16.

These legislative findings and declarations are 'entitlevd to judicial deference.
Generally, a legislative determination of facts justifying specific enactments “must not be set
aside or disregarded by the courts unless the determination is clearly and palpably wrong and the
error appears beyond reasonable doubt from facts and evidence which cannot belcontrovertcd and
of which the court may properly take notice.” (Lockard v. City of Los Angeles (1949) 33 Cal.2d
453, 461-462. See Schabarum v. California Legislature (1998) 60 Cal.App.4th 1205, 1219-
1221.) If the reasonableness of legislative findings is fairly debatable rather than palpably
arbitrary on the face of the findings and on the basis of judicially noticeable facts, the court
cannot review and question their factual adequacy. (/bid.)..This standard of judicial deference is
particularly appropriate where, as here, the legislative findings and declarations implicate the
Legislature’s taxing and budgeting authority. (Schabarum v. California Legislature, supra, 60
Cal.App.4th at 1220-1221.) Contrary to petitioners’ assertions, the independent judicial review
of legislative findings sanctioned in Professional Engineers v. Department of Transportation
(1997) 15 Cal.4th 543, 568-569, 572-573, and Spiritual Psychic Science Church v. City of Azusa

(1985) 39 Cal.3d 501, 514, has no application here where no constitutional mandate, right of free
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speech or other fundamental right ts involved. As stated in the ballot pamphlet materials for the
predecessor of section 16 (former section 19 of article XIII), the Legislature’s authority under
section 16 to enact laws to govern the handling and use of tax increment revenue for the
financing of redevelopment projects is permissive in character. (See Request for Judicial Notice
in Support of Petition for Writ of Mandate and Complaint, Exhibit 10, pp. 19-20.)

Here, many of the findings and declarations providing the Legislature’s justification
for the required transfers by RDAs to county ERAFs are at least reasonably debatable. The court
cannot dispute the existence of some relationship between the achievement of economic and
residential redevelopment purposes and the adequate funding of school programs and operations
to educate students living within redevelopment project areas and housing assisted by RDAs.
The relationship may be considerably more attenuated and indirect than the rclationship between
redevelopment purposes and the required set-aside of tax increment revenues for low- and
moderate income housing (§ 33334.2) or the required payments to “affected taxing entities”
burdened by redevelopment pfojects (§§ 33607.5, 33607.7), but the relationship nonetheless has
a conceivable basis in fact and logic to reasonably relate ERAF transfers and redevelopment
purposes. That the transfers may also assist the State in meeting its educational funding
obligations under Proposition 88 in times of budgetary constraints does not undermine the
legislative findings and declarations of the relationship between the achievement of
redevelopment purposes and adequately funded school operations: the ERAF transfers may
serve redevelopment purposes while also helping to meet Proposition 88 educational funding
requirements.

Also not reviewable or disputable by the court are the characterizations of the
required ERAF transfers in subdivisions (¢) and (f) of section 33685 as indebtedness of
redevelopment projects to be fully paid by tax increment revenues received by RDAs and as a
means of financing development projects pursuant to section 16. Petitioners give an unduly
narrow meaning and scope to the term “indebtedness” under section 16 by relying exclusively on
Marek v. Napa Community Redevelopment Agency, supra, 46 Cal.3d 1070. In Marek, a county

auditor had refused to recognize an RDA’s executory contractual obligations as indebtedness
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payable under section 16 with tax increment revenues; the court concluded that indebtedness
under section 16 included the RDA’s executory obligations and that the auditor was required to
pay the RDA tax increment for such indebtedness, a result consistent with the intent of section 16
to provide a reliable source of funds to pay all indebtedness incurred in the process of
redevelopment. (/d. at p. 1082, 1087.) The court in Marek had no occasion to consider whether
“indebtedness” within the meaning and intent of section 16 properly includes requirements for
the use of tax increment revcnﬁes imposed on RDAs by the Legislature pursuant to its authority
under section 16, including such requirements that RDAs set aside tax increment for low- and
moderate housing, make payments of tax increment to agencies burdened by redevelopment
projects, or incur indebtedness payable with tax increment revenues for payments to their county
ERAFs.

Neither the terms nor legislative history of section 16 suggests that specific
legislative requirements for the use of tax increment revenues have been improperly
characterized by the Legislature as indebtedness under section 16 or are otherwise inconsistent
with the intent of section 16. Petitioners’ contention that the ERAF transfers will deprive the
RDAs of the stable, long-term source of revenues intended by section 16 for the financing of
redevelopment projects is largely based on speculation. Without any indication that ERAF
transfers during past fiscal years have reduced or eliminated the marketability of bonds secured
by tax increment, petitioners speculate that the required ERAF transfers could significantly

impair tax increment revenues as a source of security and repayment for RDAs’ bonds and other

" indebtedness.® In addition, petitioners do not take into account various safeguards for tax

increment financing provided by the Legislature in the course of requiring the ERAF transfers:
subordinating the ERAF transfers to the lien of tax increment revenues securing RDAs’ bonds

(§33685, subd. (a)(3)); deeming the ERAF transfers themselves to be an indebtedness fully

* The relatively small amount of the total ERAF transfers of tax increment required during the 2008-2009
fiscal year - 350 million dollars — is suggested by the figures m the State Controller's Community Redevelopment
Agencies Annual Report for the fiscal year ending June 30, 2007, attached as Exhibit 22 to petitioners’ Request for
Judicial Notice in Support of Petition for Writ of Mandate and Complaint. Total outstanding long-term debt in the
s of tax allocation bonds was 17 billion dollars.
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payable with tax increment revenues (§ 33685, subd. (¢)); and permitting those RDAs unable to
make the full amount of the ERAF transfers may borrow from their tax increment revenues
allocated to tow- and moderate income housing, from their legislative bodies and from joint
powers agencies. (§ 33685, subds. (b) and (d), § 33686, §33688.) And petitioners speculate that
the Legislature might require the RDAs to transfer substantially larger amounts of tax increment
to their county ERAFs or that the Legislature might require RDAs to transfer tax increment to
local taxing agencies for the funding of such public services as law enforcement and fire
protection -- hypothetical legislation which is not before the court and may never materialize.

Petitioners are correct in contending, however, that the required payments by RDAs
to their county ERAFs during the 2008-2009 fiscal year are inconsistent with the intent of section
16 to use tax increment revenue for the financing of redevelopment projects insofar as tax
increment revenues paid into the ERAFs are unlikely to be distributed from the ERAFs for
educational purposes related to the redevelopment 1:)1‘01’&::‘(5‘..S

Under the provisions of the Revenue and Taxation Code, each county has an ERAF
into which the county, city and county, cities within the county and special districts are required
to annually deposit certain amounts of their property tax revenues. (Rev. & Tax. Code §§ 97.2,
97.3, subd. (d)(1).) During the 2008-2009 fiscal year, any redevelopment agency of the county
and any redevelopment agency of cities within the county are required by subdivision (a) of
section 33685 to contribute certain amounts to their county ERAFs. The amount of revenue in
the county ERAF from any source is then allocated pursuant to subdivision (d)(2) of section 97.3
io school districts within the county in inverse proportion to the amounts of property tax revenue

per average daily attendance in each school district and to the county office of education on the

* Although, as respondent Genest observes, RDAs may use any legally available funds other than tax
increment revenues to pay their ERAF obligations under subdivision (a) of section 33685 (§ 33685, subd. {(¢)), tax
increment revenues are the RDAs’ primary source of financing their activities, hence a likely component of their
ERAF obligations. (See, ¢.g., Marek, supra, 46 Cal.3d at 1082; Arcadia Redevelopment Agency v. ITkemoto (1993}
16 Cal.App.dth 444, 451 ) In addition, because the RDAs’ ERAF obligations are deemed to be indebtedness payable
with tax increment revenues (§33365, subd. {(e}), the RDAs’ ERAF obligations have a direct connection with and
impact on the tax increment revenues recerved by RDAs pursuant to section [6 and section 33870, Finally,
subdivision (f} of section 33685 express the legisiative intent that the ERAF payments contribute directly or
indirectly to the financing of the community’s redevelopment project pursuant o section 16, the constitutional
provision cstablishes a method of using tax increment revenues to finance redevelopment.

1167
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basis of the historical split of base property tax revenue between the county office of education
and school districts within the county. Any ERAF funds remaining after these allocations, are
distributed to special education programs within the county.

Notably, the ERAF funds are distributed without any procedures to assure that the
schools and educational programs receiving funds contributed by the city RDAs are serving
students within the redevelopment project arcas or communities of the city RDAs or are serving
students living in housing assisted by the contributing city RDAs.® Similarly, the ERAF funds
contributed by the county RDA are distributed without any procedures to assure that the schools
and educational programs receiving the funds are serving students living within the
redevelopment project areas or community of the county RDA or are serving students living in
housing assisted by the contributing county RDA. These circumstances directly undermine the
findings and declarations in subdivisions (a) and (d) of section 33680 dclineating the benefits
provided to redevelopment projects by adequately maintained schools serving students living in
redevelopment areas or communities and in housing assisted by RDAs. As a result, the
justifications provided by the findings and declarations in subdivisions (a) and (d) of section
33680 for the ERAF payments required by section 33865 are eviscerated. Moreover, the
circumstances of the ERAF distributions make it probable that ERAF contributions of the RDAs
will be distributed to some schools unrelated to the RDAs’ redevelopment projects, in
contravention of subdivision (e) of section 33685 declaring the ERAF contributions to be an
indebtedness of the related redevelopment projects, payable from tax increment revenues

received by the RDAs.

® The “community” of an RDA is the city, county or city and county whose legislative body has organized
the RDA. (See §§ 53002, 33100-33101)

’ Funds contributed to the county ERAFs by RDAs may be distributed to the county or cities within the
county rather than to school districts or county education programs when either the “Triple Flip” under Revenue and
Taxation Code section 97.68 or the “Vehicle License Fee Swap” under Revenue and Taxation Code section 97.70 is
triggered. These are complex procedures designed to compensate California counties and cities for revenue losses
resulting from the state’s 0.25 percent suspension of the local sales and use tax authority in the case of the Triple Flip
and from the state’s reduction in vehicle license fees in the case of the VLF Swap. ERAF funds may be distributed
o the counties and cities rather than to school districts and education programs in certain circumstances (o
compensate them for their revenue losses. The regularity and frequency of such ERAF distributions is not apparent
from the statutory scheme,
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In sum, the distribution of contributions by RDAs to their county ERAFs in
accordance with the requirements of section 33685 can be expected to regularly result in the use
of RDAs’ tax increment revenues by schools and education programs unrelated to the RDAs’
redevelopment projects. Thus, section 33685, in its general and ordinary operation, inevitably
contlicts with and violates the terms and intent of section 16, to allocate tax increment revenues
to the financing of redevelopment p«rojects.8

Constitutional Prohibitions on Impairment of Contracts and Taking of Property

Because the court has determined that the section 33865 is facially unconstitutional,
the court need not resolve petitioners’ contention that the statute also violates the prohibitions on
the impairment of contracts and the taking of property without just compensation under the
California and United State Constitutions.

DISPOSITION.

The petition is granted in part. Petitioners are entitled to declaratory and injunctive
relief invalidating and enjoining the operation of Health and Safety Code section 33875. Counsel
for petitioners shall prepare a proposed judgment consistent with this ruling, serve it on counsel

for respondents for approval as to form and submit it to the court for processing pursuant to rule

*7~~«-/

LLOYD G. CONNELLY
Judge of the Superior Court

3.1312 of the California Rules of Court.
Dated: April 30, 2009

® in facially challenging the constitutionality of a statute, petitioners must demonstrate that the statute's
provisions inevitably pose a present total and fatal contlict with applicable constitutional prohibitions.” (Pacific
Legal Foundation v Brown (198129 Cal.3d 168, 180-181.) The minimum showing required for a facial challenge
is that the statute is unconstitutional “in the generality or great majority of cases” (San Remo Hotelv City and
County of San Francisco (2002) 27 Cal 4th 643, 673 ) While the court may not facially invalidate 4 statute oo the
basis of a suggestion that constitutional problems may arise in some future hypothetical situation, the court may not
facially uphold the statute simply because in some hypothetical situation it might lead to a permissible result”
(Catifprnia Teachers Assn v State of Califorma {1999) 20 Calath 327, 347 5
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By Christa Besbout, Deputy Clerk

SUPERIOR COURT OF CALIFORNIA
COUNTY OF SACRAMENTO

CALIFORNIA REDEVELOPMENT No. 34-2008-00028334-CU-WM-GDS
ASSOCIATION, COMMUNITY Department 33

REDEVELOPMENT AGENCY OF THE

CITY OF MORENO VALLEY, MADERA

REDEVELOPMENT AGENCY and JOHN F.

SHIREY, an individual,

Petitioners and Plaintiffs,
v, o JUDGMENT

MICHAEL C. GENEST, Director of the
Department of Finance, and ROBERT E. BRYD,
Auditor-Controller of the County of Riverside on
his own behalf and as the representative of all other
County Auditors in the State of California, and
Does 1 through 30,

Respondents and Defendants.

This action for declaratory, injunctive and mandamus relief came on regulariy for
nearing ot March 13, 2009, in Department 33 of the above-entitled court, the Flonorable Lloyd
<. Connelly presiding. Attorneys Richard E. Brandt and T. Brent Hawkins of McDonough
Holiand & Allen PC appeared for petitioners and plaintiffs. Stephen Acquisto, Supervising
Deputy Attorney General, appeared for respondent and defendant Michael C. Genest. Pamela J.
Walls. Riverside County Counsel, appeared telephonically for respondent and defendant Robert
k. Byrd and the defendant class of county auditors in the California counties listed in the class

certification order filed February 6, 2009
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28334ruling

The court, having considered the documentary evidence and the written and oral
arguments of the parties, and having filed a Ruling on Submitted Matter on April 30, 2009,
which is incorporated herein by reference,

IT IS ORDERED, ADJUDGED AND DECREED that:

1. Health and Safety Code section 33685 violates article XVI, section 16 of the
California Constitution by requiring redevelopment agencies established under the Community
Redevelopment Law, Health and Safety Code section 33000 et seq., to make payments during the
2008-2009 fiscal year to the Educational Revenue Augmentation Fund established by Revenue
and Taxation Code section 95.3. As explained in the Ruling on Submitted Matter filed April 30,
2009, such payments will result, wholly or partially, in the reallocation and use of tax increment
revenues gencrated by the agencies’ redevelopment projects for purposes unrelated to the
agencies’ redevelopment projects and communities, contrary to the terms and intent of article
XVI, section 16. Therefore, the provisions of Health and Safety Code section 33685 requiring
the payments and the related provisions of Health and Safety Code sections 33686 through 33689
;;pecifying procedural and substantive requirements for the payments are invalid and
unenforceable.

2. Upon receiving personal service of this Judgment, respondent and defendant
Michael C. Genest, respondent and defendant Robert E. Byrd, the county auditors in the
defendant class represented by respondent and defendant Byrd, and their agents, officers,
employees and representatives are enjoined from taking any actions to carry out or enforce any of
the payment requirements in Health and Safety Code sections 33685 through 33689.

3. Petitioners and plaintiffs shall recover their costs of suit in the amount of
$__ pursuant to rule 3.1700 of the California Rules of Court.

4. The court reserves jurisdiction to hear and decide a motion for attorney fees, if
any, pursuant to rule 3.1702 of the California Rules of Court.
Dated: May 7, 2009

—F o~

LLOYD G. CONNELLY
Judge of the Superior Court
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SUPERIOR COURT OF CALIFORNIA
COUNTY OF SACRAMENTO

CALIFORNIA REDEVELOPMENT
ASSOCIATION, COMMUNITY
REDEVELOPMENT AGENCY OF THE
CITY OF MORENO VALLEY, MADERA
REDEVELOPMENT AGENCY and
JOHN F. SHIREY, an individual

V.

MICHAEL C. GENEST, Director of the
Department of Finance, and ROBERT E.
BRYD, Auditor-Controller of the County of
Riverside on his own behalf and as the
representative of ail other County Auditors
in the State of California, and Does 1-30

Case Number: 34-2008-00028334-CU-WM-GDS

CERTIFICATE OF SERVICE
BY MAILING (C.C.P. Sec. 1013a(4))

|, the Clerk of the Superior Court of California, County of Sacramento, certify that | am
not a party to this cause, and on the date shown below | served the foregoing JUDGMENT by
depositing true copies thereof, enclosed in separate, sealed envelopes with the postage fully
prepaid, in the United States Mail at 720 9™ Street, Sacramento, California, each of which
envelopes was addressed respectively to the persons and addresses shown below:

T. Brent Hawkins

McDonough Holland & Allen PC
555 Capitol Mall, 9" Floor
Sacramento, CA 95814

Pamela Walls

Riverside County Counsel
3535 Tenth St #300
Riverside, CA 92501

Stephen P. Acquisto
Attorney General

1300 | St#125
Sacramento, CA 95814

Jennifer B. Henning

County Counsels’ Assn of California
1100 K St #101

Sacramento, CA 95814

|, the undersigned Deputy Clerk, declare under penalty of perjury that the foregoing is true and

correct.

Dated: May 8, 2009

SUPERIOR COURT OF CALIFORNIA
COUNTY OF SACRAMENTO

By: _C. BEEBOUT, %a,ézbr—*\

Deputy Clerk
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July 12, 2012

TO REDEVELOPMENT SUCCESSOR AGENCY REPRESENTATIVES

Subject: Request to Revise Recognized Obligations Payment Schedules and Requests for
Reconsideration

Pursuant to Health and Safety Code (HSC) section 34177 (1} (2) (C), the California Department
of Finance (Finance) has completed its review of Recognized Obligation Payment Schedules

| (ROPS) for the periods January through June 2012 and July through December 2012 and

! issued approval letters accordingly.

All distributions from the Redevelopment Property Tax Trust Fund (RPTTF) were required by
law to be made on June 1, 2012 covering obligations for July 2012 through December 2012, as
well as adjusting for property tax funding needs for the January through June 2012 period.

Pursuant to section 34183.5 (bY(2)(A), the county auditor-controller had to determine the
amount, if any, that is owed by each successor agency to taxing entities based on ROPS
approved by the Depariment. Therefors, the RPTTF amounts approved by Finance (as shown
in Exhibit 12 at http://www.dof.ca.gov/assembly_bill_26-27/view/php) will remain final. Although
we have continued to work diligently with each successor agency to review additional
information and/or documentation related to disputed ROPS items, we are no longer accepting
revised ROPS or requests to reconsider denied items nor making any revisions to existing
requests. Any and all revised ROPS submitted to Finance for previous ROPS periods are
hereby rejected. Requests to reconsider denied or disputed ROPS items will be addressed in
our January through June 2013 ROPS review.

Please send any inquiries by email to: Redevelopment Administration@dof.ca.gov.

Sincerely,

7 i/
KRISTIN SHELTON
Program Budget Manager

ce: County Auditor-Controllers
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July 12, 2012

TO REDEVELOPMENT SUCCESSOR AGENCY REPRESENTATIVES

Subject: Request to Revise Recognized Obligations Payment Schedules and Requests for
Reconsideration

Pursuant to Heaith and Safety Code (HSC) section 34177 (1) (2) (C), the California Department
of Finance (Finance) has completed'its review of Recognized Obligation Payment Schedules
(ROPS) for the periods January through June 2012 and July through December 2012 and
issued approval letters accordingly.

All distributions from the Redevelopment Property Tax Trust Fund (RPTTF) were required by
law to be made on June 1, 2012 covering obligations for July 2012 through December 2012, as
well as adjusting for property tax funding needs for the January through June 2012 period.

Pursuant to section 34183.5 (b)Y 2)(A), the county auditor-controller had to determine the
amount, if any, that is owed by each successor agency to taxing entities based on ROPS
approved by the Department. Therefore, the RPTTF amounts approved by Finance (as shown
in Exhibit 12 at http://www.dof.ca.gov/assembly_bill_26-27/view/php) will remain final. Although
we have continued to work diligently with each successor agency to review additional
information and/or documentation related to disputed ROPS items, we are no longer accepting
revised ROPS or requests to reconsider denied items nor making any revisions to existing
requests. Any and all revised ROPS submitted to Finance for previous ROPS periods are
hereby rejected. Requests to reconsider denied or disputed ROPS items will be addressed in
our January through June 2013 ROPS review.

Please send any inquiries by email to: Redevelopment Administration@dof.ca.qov.

Sincerely,

V& ////é///

KRISTIN SHELTON
Program Budget Manager

cc. County Auditor-Controllers
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IRIS P. YANG, Bar No. 106999
iris.yang@bbklaw.com

T. BRENT HAWKINS, Bar No. 80168
brent.hawkins@bbklaw.com

HARRIET A. STEINER, Bar No. 109436
harriet.steiner@bbklaw.com

ANN TAYLOR SCHWING, Bar No. 91914
ann.schwing@bbklaw.com

BEST BEST & KRIEGER LLP

500 Capitol Mall, Suite 1700
Sacramento, California 95814

Telephone: (916) 325-4000

Facsimile: (916) 325-4010

Attorneys for Petitioners and Plaintiffs

Exempt from 'Fxlmngzgs Pursuant
- To (xov t Code §6103

SUPERIOR COURT OF CALIFORNIA

COUNTY OF SACRAMENTO

LEAGUE OF CALIFORNIA CITIES, CITY OF
VALLEJO, SUCCESSOR AGENCY TO THE
FORMER VALLEJO REDEVELOPMENT
AGENCY, and CHRISTOPHER K. MCKENZIE,

Petitioners and Plaintiffs,
v.

ANA J. MATASANTOS, Director of the State of
California Department of Finance, CALIFORNIA
STATE BOARD OF EQUALIZATION, JOHN
CHIANG, Controller of the State of California,
and SIMONA PADILLA-SCHOLTENS, Solano
Auditor-Controller, and DOES 1| THROUGH 50,

Respondents and Defendants.

COUNTY OF SOLANO, SOLANO COUNTY
FREE LIBRARY, SOLANO COUNTY
MOSQUITO ABATEMENT DISTRICT,
GREATER VALLEJO RECREATION
DISTRICT, VALLEJO SANITATION AND
FLOOD CONTROL DISTRICT, SOLANO
COUNTY WATER AGENCY, BAY AREA AIR
QUALITY MANAGEMENT DISTRICT,
VALLEJO CITY UNIFIED SCHOOL DISTRICT,
SOLANO COMMUNITY COLLEGE, and
SOLANO COUNTY OFFICE OF
EDUCATION/SOLANO COUNTY
SUPERINTENDENT OF SCHOOLS,

Real Parties in Interest.

COUNTY OF SANTA CLARA, SANTA CLARA
UNIFIED SCHOOL DISTRICT,

Interveners

Case No. 34-2012-80001275

ASSIGNED FOR ALL PURPOSES TO
DEPARTMENT 31 —Judge Kenny

PETITIONERS’ MEMORANDUM
OF POINTS AND AUTHORITIES
IN SUPPORT OF PETITION FOR
WRIT OF MANDATE AND
COMPLAINT FOR INJUNCTIVE
AND DECLARATORY RELIEF

Date:  April 19,2013
Time:  9:00 a.m.
Dept:  31-Honorable Judge Kenny

Petition filed: September 24, 2012
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Petitioners/Plaintiffs, League of California Cities (*LOCC”), City of Vallejo (“Vallejo™),
Successor Agency (“SA”) to Vallejo Redevelopment Agency (“Vallejo RDA™), and Christopher
K. McKenzie (collectively “Petitioners”) respectfully submit this memorandum in support of their
Petition for Writ of Mandate and Complaint for Injunctive and Declaratory Relief (“Petition™).

L INTRODUCTION

This Petition is a facial challenge to certain provisions of AB1484, the hastily-enacted
bill' regarding the dissolution of redevelopment agencies (“RDAs”). As explained further below,
the bill unconstitutionally reallocates the sales and property taxes of the cities and counties that
created RDAs if the RDA Successor Agencies (“SAs”™) do not make certain payments the
Department of Finance ("DOF”) claims are owed. These provisions directly violate Propositions
1A and 22, constitutional amendments that prohibit the very reallocation of local tax revenues
that AB1484 demands. |

This unconstitutional reallocation of local tax revenues arises in two contexts. First,
AB1484 requires so-called “True-Up” Payments (“True-Up Payments™) to be made, based on
alleged overpayments of tax increment to RDAs prior to their dissolution. County auditor-
controllers are instructed to determine if any True-Up Payments are owed by the SAs; if a SA
does not or cannot make the full payment within three days, AB1484 provides that sales tax shall
be withheld from the city, up to the amount owed, until the full True-Up Payment is made. Both
the SA and the city are subject to civil penalties of 10% of the amount alleged to be owed plus
1.5% per month for each month the payment is late.

Second, AB1484 requires SAs to undergo two sets of Due Diligence Reviews. One is of
the Low and Moderate-Income Housing Fund; the other is of all the non-housing assets and
funds. The purpose of the Due Diligence Reviews (“DDR”) is to determine the amount of cash
and cash equivalents available for distribution to local taxing entities. If the SA does not make a
demanded Due Diligence Review Payment ("DDR Payment”) within five days after DOF’s final

determination, DOF can order an offset of the city’s sales and use tax, up to the amount owed.

PETITIONERS” MEMORAN BOINTS AND AUTHORITIES IN SUPPORT OF PETITION FOR WRITOF
MANDATE AND COMPLAINT B8R INJUNCTIVE AND DECLARATORY RELIEF




EEN o

i

oo~ O

<

LAW OFFICES OF
BEST BEST & KRIEGER LLP

500 CAPITOL MALL, SUITE t 700
SACRAMENTO, CALIFORNIA 95814

Alternatively, AB1484 also provides that the county auditor-controller may reduce the amount of
the city’s property tax allocation by an equivalent amount.

Moreover, AB1484 confers upon DOF near-plenary power to implement its provisions but
provides few standards or criteria to regulate its actions. Thus, AB1484 constitutes an
unconstitutional delegation of legislative authority. Further, DOF has not properly proposed and
adopted regulations or rules that would ensure that its determinations are made in a uniform
manner. This failure to properly adopt regulations violates the Administrative Procedures Act.

IL BACKGROUND

A. Local Property Tax Allocations Prior to ABX1-26

The Community Redevelopment Law was enacted in 1945, creating in every city and
county a redevelopment agency (“RDA”™) charged with eliminating blight. (Health & Safety
Code? §33100.) RDAs were activated by ordinance of the city council or board of supervisors
and, although the members of most RDAs were the members of the city’s or county’s legislative
body, each RDA was a separate corporate entity. (§33101.) RDAs were authorized to adopt
plans to redevelop blighted areas (§§33300 et seq.) and to exercise powers therein, includihg
acquisition and disposition of property (§§33390, 33430), demolition of improvements (§33420)
and construction of public facilities (§33445).

RDAs were financed chiefly from part of the property taxes levied in RDA project areas.
These taxes—“tax increment”—were allocated to RDAs by California Constitution® Article XVI
§16 and §33670. Enacted by initiative in 1952, Article XVI §16 provides that property taxes
levied in RDA project areas may be allocated among entities levying the taxes and RDAs, which
lacked taxing powers. Taxes on assessed value of property in a project area when a
edevelopment plan was adopted (“base year assessed value™) continued to be allocated to the
taxing entities. Taxes on increased assessed value after plan adoption (tax increment) went to
RDAs to repay indebtedness incurred to implement the project. When all indebtedness of the

RDA was repaid, all property taxes reverted to the taxing entities.

I e . . e . . Y ”
° Citations not expressly identified to another Code in this brief are in the Health & Safety Code.

7 in thig brief are to the California Constitution unless otherwise stated.
o
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RDAs used tax increment to finance most of their activities. It was pledged as a revenue
stream to repay bonds (“tax allocation bonds™) issued by the RDA to pay project costs. (§§33640
et seq.) Tax increment was also pledged to reimburse private developers for certain development
costs, e.g., cost of constructing streets, utilities and other public improvements (§33445) and to
repay public and private entities for moneys loaned to the RDA for redevelopment purposes.

Beginning in the late 1970s, several events altered how property taxes are levied and

“allocated.  Proposition 13 was adopted in 1978 as Article XIIA. It significantly limited the

amount of local property tax revenues that could be generated to pay for government services and
transferred responsibility for allocation of property taxes from the local jurisdictions that imposed
them to the state Legislature. In addition, by imposing a countywide property tax rate,
Proposition 13 created a “zero-sum game” in which local agencies competed for their share of a
smaller pie. California Redevelopment Assn. v. Matosantos (2011) 53 Cal.4th 231, 244-45
(“CRA™).

In 1988, voters enacted Proposition 98 (later amended by Proposition 111) to establish a
minimum annual funding level in the California Constitution for K-12 schools and community
colleges. The guaranteed funding comes from a combination of state General Fund and local
property tax revenues. The combination of guaranteed funding levels for schools and limited
local property tax growth put unprecedented stress on the State budget and caused the Legislature
to search for additional sources of revenue to fund education that did not require raising taxes.
(See, e.g. County of Los Angeles v. Sasaki (1994) 23 Cal.App.4th 1442; Legislative Analysts
Office, “Proposition 98 Primer,” RIN, Exh. 6.)

One solution was to use its authority under Proposition 13 to re-allocate property taxes
from cities, counties and special districts to schools. Between 1992 and 2004, the State
transterred billions of dollars of property taxes from cities, counties, and special districts to
schools through Educational Revenue Augmentation Funds (“ERAFs™). (Stats. 1992, chs. 699,
700, pp. 3081-3125; Rev. & Tax. Code §$§97.2, 97.3.)

In response to these reallocations of local tax revenues, the Legislature placed on the

H

ballot and the voters approved Proposition 1A in 2004. The Analysis of Proposition 1A prepared |

3
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by the Legislative Analyst notes the following (see accompanying Request for Judicial Notice
(hereinafter “RJN™), Exh. 1, p. 4):

This measure amends the State Constitution to significantly reduce
the state’s authority over major local government revenue sources.
Under the measure the state could not:

o Reduce Local Sales Tax Rates or Alter the Method of

Allocation: The measure prohibits the state from:
changing the allocation of local sales tax revenues.

e Shift Property Taxes From Local Government to Schools or
Community Colleges. The measure generally prohibits the
state from shifting to schools or community colleges any
share of property tax revenues allocated to local
governments for any fiscal year under the laws in effect as
of November 3, 2004. The measure also specifies that any
change in how property tax revenues are shared among local
governments within a county must be approved by two-
thirds of both houses of the Legislature (instead of by
majority votes).

Even after the passage of Proposition 1A, the Legislature continued to divert local
revenues.” In response, Proposition 22 was placed on the ballot and approved by the voters in
2010. (RIN, Exh. 2.) In addition to numerous specific limitations on the State’s ability to divert
local revenues, Proposition 22 amended Article XIII §24 to add paragraph (b): “The Legislature
may not reallocate, transfer, borrow, appropriate, restrict the use of or otherwise use the proceeds
of any tax imposed or levied by a local government solely for the local government’s purposes.”
Proposition 22 also included constitutional amendments that specifically forbid the State from
redirecting RDASs’ tax increment to benefit the State or units of local government. (Article XIII,
§25.5(a)(7).)

B. Enactment of ABX1-26 and ABX1-27

Two months after Proposition 22 was approved, the Governor announced his plan to

abolish redevelopment agencies as part of his budget proposal. (RJN, Exh. 3, p. 51.) The

For example, in 2008, the Legislature enacted AB 1389, adding §§33685 through 33689,
requiring transfer of $350 million from redevelopment agencies to ERAFs. (Stats, 2008, ch. 761}
Similarly, in 2009, the Legislature enacted AB4X26, adding §§33690 — 33690.5, requiring
transfer of $1.7 billion from redevelopment agencies to a “Supplemental Revenue Augmentation
Fund” or "SERAF.” (Stats. 2009, 4th Ex. Sess., ¢h. 21)

PPORT OF PETITION FOR WRIT OF




I Legislature enacted ABX1-26 and ABX1-27 (Stats. 2011, Ist Ex. Sess. 2011-12, chs. 5-6), which

o]

were effective June 28, 2011. ABX1-26 dissolved all RDAs as of October 1, 2011, required
3 | transfer of RDA assets and obligations to SAs (usually the legislative body that had activated the

4 | RDA) and tasked SAs to wind down former RDAs, overseen by local oversight boards and DOF.

' 5 | Tax increment once paid to RDAs under Article XVI, §16 is now called “property tax revenue”

6 | and must be held in trust by county auditor-controllers in a “Redevelopment Property Tax Trust

7 | Fund” (“RPTTF”) and distributed to SAs bi-annually to pay “enforceable obligations™ listed on a

8 | “Recognized Obligation Payment Schedule” (“ROPS”). ABX1-27 permitted an RDA to escape

9 | dissolution under ABX1-26 if the RDA agreed to make certain annual payments to the State.

10 Both laws were challenged by original writ in the California Supreme Court in July 2011,

. 5% 11 | in CRA v. Matosantos. The Supreme Court stayed most provisions of both bills pending its

égég 12 | decision. The court’s decision in CR4 upheld ABX1-26, holding RDA dissolution was a
w g

g% g% 13 | legitimate exercise of legislative power, but invalidated a as violating Proposition 22’s

§§§§ 14 || proscription on transfer of tax increment to benefit the State. CRA also reformed some dates in

@ éé 15 | ABX1-26 in light of its stay. Because the court’s final decision was issued in late December,
&

16 | many dates were extended four months so, for example, RDAs dissolved on February 1, 2012,
17 | rather than October 1, 2011. (CRA, 53 Cal.4th at 275.)

18 C. Adoption of AB 1484

19 Implementation of ABX1-26 proved fraught with difficulty and, in June 2012, the
20 | Legislature passed AB1484 (Stats. 2012, ch. 26) both to “clean up” ABX1-26 and to add

21 | numerous provisions. At issue here are the True-Up Payments and DDR Payments as follows:

22 o  $34183.5(b) requires SAs to make a True-Up Payment to auditor-controllers for

23 distribution to taxing agencies. The True-Up Payment is intended to recapture payments

24 that might have been made to taxing entities had the Supreme Court’s stay not been

25 issued. If an SA did not pay the True-Up Payment in full by July 12, the following

26 consequences were required to ensue:

27 (a) The offending SA shall not pay any obligations other than bond debt
service until full payment is made. (§34183.5(b)(2)(C).)

28

LA
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1 (b) The city or county that created the RDA whose SA failed to make the
payment is barred from receiving its distribution of sales and uses taxes until
2 the full amount is paid. (/d)
3 (¢) Auditor-controllers must deduct from future distributions of property
taxes to the SA from the RPTTF (needed to pay enforceable obligations) the
4 amount by which the SA is in arrears. (§34183.5(b)(3).)
5 (d) Civil penalties are imposed on both the SA and its host city or county
in an amount equal to 10% of the amount owed the taxing entities, plus an
6 additional 1.5% per month for each month the payment is late.
7 (Emphasis added.)
3 e Sections 34179.5 and 34179.6 require SAs to conduct two independent due diligence
9 reviews of SA assets and obligations to determine what assets are unobligated and
10 potentially available for transfer to taxing entities. The first DDR, due October 15,2012,
o 1 was of assets and obligations of low and moderate income housing tunds; the second was
er 3
. g‘}; 2 B of all other non-housing assets and obligations, due January 15, 2013. Each DDR was
5H52
gggé 13 reviewed by the oversight board and DOF; DOF can make adjustments to any amounts
E w3 s pit
gﬁgg 14 based on its own findings, unguided by any statutory criteria. Within five working days
Jogz
@gg 15 after receipt of DOF’s final determination, an SA must remit to the auditor-controller the
& O
5 16 amount determined by DOF as the DDR Payment. (§34179.6(f).) If that payment is not
17 timely, the following consequences are imposed:
18 (a) DOF may order an offset against sales and use taxes of the host city or
county equal to the amount the SA fails to remit. (§34179.6(h)(1)XC).)
19 . .
(b) The auditor-controller may reduce property tax allocations to the host
20 city or county. (/d)
21 (¢) DOF may direct the auditor-controller to deduct the unpaid amount
from future allocations of property taxes to the SA from the RPTTF.
7 (834179.6(h)(2))
23 (Underlining added.)
24 As discussed below, the consequences that befall a city if the SA does not or cannot make
s | @ demanded True-Up Payment or a DDR Payment directly violate the provisions of Proposition
% [A and Proposition 22 and are therefore unconstitutional. Due to the absence of statutory criteria
57 || to govern DOF’s actions, AB1484 is also an unconstitutional delegation of legislative authority.
28
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I | Finally, DOF has promulgated regulations implementing and interpreting AB1484 and ABX1 26

2 | without complying with the Administrative Procedures Act (“APA™) (Gov. Code §11340 ef seq.).
30 HI. SUMMARY OF AB 1484 VIOLATIONS
4 Because of the multitude of constitutional and statutory violations, Petitioners offer the
5 | following chart summarizing the violations and the sections of this Memorandum in which these
6 | violations are discussed.
7
Provisions of AB1484 That | Health and Safety Constitutional/Statutory Section
8 Violate the Constitution Code Sections Provisions Violated of Brief
9 || DDR Payment: If SA does | §34179.6(h)(1)(C) | a. Cal. Const. Art. XIII §24(b) IV.A.
10 | | not make DDR payment, b. Cal. Const. Art. XIIL,
DOF may order offset of $35.5(a) 2 W A
. o e §25.5(@)(2)(A)
g2 11 I | city’s sales and use tax
ow revenue
sgEs 12
9 é’ nS DDR Payment: If SA does | §34179.6(h)(1)(C) | a. Cal. Const. Art. XIII, IV.B.
g g 3 13 I | not make DDR payment, §25.5(a)(1)
t, 3 .
b og 14 auditor C.0n,t roller may b. Cal. Const. Art. II1,
3258 reduce city’s property tax §25.5(2)(3)
o § 3 15 ||| allocations
(9]
n <
’ 16 1| True-Up Payment: If SA §34183.5(b)(2)(C) | a. Cal. Const. Art. XIII, §24(b) IV.A.
does not makfe payment, city b. Cal. Const. Art. XIII,
17 || shall not receive sales and §25.5(a)(2)(A)
3 use tax distribution. '
AB1484 Provisions Various Unlawtul Delegation V.
19 A ;
Lacking in Standards or Cal. Const. Art. TIL, §3
20 || | Criteria I
21 Violations of APA Various Gov. Code §11340 ef seq. VL
22
23 The Petition and Complaint in this action includes several causes of action alleging that

24 | the True-Up Payment itself is unconstitutional. Petitioners have elected not to pursue those
25 | causes of action for reasons unrelated to their merit and have filed concurrently with these Points

26 | and Authorities a Request for Dismissal (without prejudice) as to such causes of action.

-y
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1| 1IV. WITHHOLDING, DEDUCTING OR OFFSETTING CITIES’ SALES AND

2 PROPERTY TAXES VIOLATES PROPOSITIONS 1A AND 22
3 A. Propositions LA and 22 Protect Cities’ Rights to Local Sales and Use Taxes
4 AB1484 authorizes withholding or offsets of cities’ local sales and use taxes (“'sales tax™)
5 | if the SA fails to make certain payments in full and on time. These provisions violate the
6 | constitutional protections enacted by the voters in Propositions 1A and 22.
7 Article XIII §24(b), adopted by the voters as Prop. 22 in 2010, mandates that:
8 The Legislature may not reallocate, transfer, borrow, appropriate,
restrict the use of, or otherwise use the proceeds of any tax imposed
9 or levied by a local government solely for the local government’s
purposes.
10
. 82 11 Proposition 1A, adopted by the voters in 2004, prohibits the State from changing “the
-5
o Eg 12 | method of distributing revenues derived under the Bradley-Burns Uniform Sales and Use Tax
nu?§
5 g 23 13 | Law ... as that law read on November 3, 2004.” (Article XIII §25.5(a)(2)(A).)
5p 20
g%gg 14 Yet in violation of both these Constitutional provisions, AB 1484 reallocates, uses and
-
@ §§ 15 | changes the method of distributing local sales tax revenue. Section 34183.5(b)(2)(C) provides
© %

16 | that if the SA fails to make timely payment of the full amount of the True Up Payment, the city,
17 | an entity separate and apart from the SA,’ “shall not receive the distribution of sales and use tax
18 | .... up to the amount owed to the taxing agencies.” Similarly, AB1484 authorizes DOF to
19 | unilaterally order an offset of a city’s sales and use taxes if the SA, with cause or not, determines
20 | not to pay exactly what is demanded of it in connection with the DDR Payment.
21 | (§34179.6(h)(1)(C).) All the provisions of AB1484 that purport to authorize withholding or
22 | offsetting local city sales and use tax for alleged SA obligations violate the California

23 | Constitution and should be invalidated by this Court.

24 The sales tax is actually a combination of two taxes -- one is imposed by the state and one
25 | is imposed by cities and counties. The local sales and use tax is adopted by cities and counties by

26 | ordinance. This tax is general purpose revenue of the city or county and supports police, fire and

27
Section 34173(g) provides: “A successor agency is a separate public entity from the public
28 ovides for its governance and the two entities shall not merge.”
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other public safety and welfare services. The local sales and use tax is collected by the State
Board of Equalization and remitted to each city or county pursuant to the Bradley-Burns Uniform
Sales and Use Tax Law (“Bradley-Burns™). (Rev. & Tax Code §§7200~7226.) Enacted in 1955,
Bradley-Burns limits local general sales and use tax to a maximum rate of 1% and requires that
this local tax be collected together with the state sales taxes by the State Board of Equalization
which then remits the local sales and use tax to the local taxing entity. Each city or county has an
agreement with the State Board of Equalization for the collection and transmission of its local
sales and use tax. (Rev. & Tax Code §7202.)

Thus there is only one constitutionally permissible use for locally-imposed sales and use
taxes—they must go to cities and counties that imposed the taxes and must be used for their
intended purposes. AB1484°s requirement that a city’s general sales tax be withheld because the
SA, a different, separate legal entity, fails to pay asserted True-Up or DDR Payments violates
Article XIII §24(b) and Article XIII §25.5(a)(2)(A).  Sections 34183.5(b)(2)(C) and
34179(h)(1)(C) on their face unlawfully change the method of aliocation set forth under Bradley-
Burns by preventing the ordinary distribution by situs of local sales and use taxes. In further
violation of Article XIII §24(b), these sections would use local city sales tax for non-city
purposes, namely the payment of amounts alleged to be owed by a different agency. The very
specter that such local taxes could be withheld precludes cities from budgeting sales and use tax
funds for essential services lest these funds be seized by the State.

As explained in Proposition 22’s uncodified statement of purpose (§2.5):

The purpose of [Proposition 22] is to conclusively and completely
prohibit state politicians in Sacramento from seizing, diverting,
shifting, borrowing, transferring, suspending, or otherwise taking or
interfering with revenues that are dedicated to funding services
provided by local government or funds dedicated to transportation
improvement projects and services. (RIN, Exh. 2, p. 24.)

The withholding, offsetting and deducting of local city sales and use tax revenue is
unconstitutional and is exactly contrary to the voters’ intent in approving Proposition 22. The
voters want their city councils to determine how local sales and use taxes should be used in their

AB1484 frustrates that intent by reallocating these sales and use taxes away from
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cities, restricting use of sales and use taxes, and using the proceeds of those taxes for non-city
purposes. Thus, both §§34183.5(b)(2)(C) and 34179(h)(1)(C) violate the express terms of Article
XII §§24(b) and 25.5(a)(2)(A) and they should be invalidated.
B. Propositions 1A and 22 Prohibit Reallocation of Local Property Taxes
Propositions 1A and 22 also prohibit the State from transferring or reallocating a city’s
share of property tax. Notwithstanding this constitutional protection, AB1484 provides for
reduction of city property taxes if the SA fails to pay amounts determined by DOF to be owed as
the DDR Payment. (§34179.6(h)(1)(C).) AB1484 therefore unlawfully reallocates property taxes
from cities to other local agencies in direct violation of the Constitution.
1. Under Propositions 1A and 22, Property Tax Allocations to Cities
Cannot Be Changed by the State
Prior to Proposition 13, each local agency imposed its own property tax. Proposition 13
capped all property tax at 1% of assessed value and gave the State responsibilities for allocating
this 1% among the cities, counties, special districts and school districts that imposed property tax.
As described in California Redevelopment Assn. v. Matosantos (2011) 53 Cal.4th 231,
244-45 (“CRA™), Proposition 13 transtformed the property tax:
First, by capping local property tax revenue, it greatly enhanced the
responsibility the state would bear in funding government services,
especially education. [Citations omitted.] Second, by failing to
specify a method of allocation, Proposition 13 largely transferred
control over local government finances from the state’s many
political subdivisions to the state, converting the property tax from
a nominally local tax to a de facto state-administered tax subject to
a complex system of intergovernmental grants. [Citations omitted.]
Third, by imposing a unified, shared property tax, Proposition 13
created a zero-sum game in which political subdivisions (cities,
counties, special districts and school districts) would have to
compete against each other for their slices of a greatly shrunken pie.
The State, between 1992 and 2004, to offset its obligations for school funding under Proposition
98, transferred local property taxes from cities, counties and special districts to schools through

“Educational Revenue Augmentation Funds” or “ERAF.” (Stats. 1992, chs. 699, 700, pp. 3081-

3125; Rev. & Tax. Code §§97.2, 97.3) The reduction of local city, county and special district

> because of the transfer of property tax revenue into the ERAF, and shifts in sales and use

- 10 -
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tax and vehicle license fees, led to the passage ot Proposition 1A in 2004. The argument in favor
of Proposition 1A in the Official Voter Information Guide (RJN Exh. I, p. 10) states:

For more than a dozen years, the State has been taking local tax
dollars that local governments use to provide essential services —
more than $40 billion in the last 12 years. . . . Proposition 1A
prevents the State from taking and using funding that local
governments need to provide services like fire and paramedic
response, law enforcement, health care, parks and libraries.

In addition to the sales and use tax protections discussed above, Proposition 1A also
restricted the State’s ability to shift property tax revenue away from cities, counties and special
districts to schools and from changing the pro rata distribution of property taxes among cities,
counties and special districts without a two-third’s vote of the Legislature. Proposition 22,
approved in 2010, strengthened these property tax provisions and prohibited the State from
borrowing property tax revenue from local agencies.

Article XIII §25.5(a)(1)(A) expressly prohibits the Legislature from altering the pro rata
share of the 1% rate received by cities, counties, and special districts (excluding school districts)
under the law in effect on November 3, 2004. Section 25.5(a)(1)(A) prohibits the Legislature
from reallocating property tax so as to reduce this pro rata share. Article XIII §25.5(a)(3)
prohibits the Legislature from reallocating property taxes between cities, counties and special
districts without a two-thirds vote. AB1484 was not approved by a two-thirds vote (RJN, Exh. 4,
p.71)

2. AB1484’s Offset/Deduct of City Property Taxes for SA Payments Is
Unlawful

AB1484 provides for the offset or deduction of city property taxes if the SA fails to pay
amounts determined by DOF to be owed as the DDR Payment. (§34179.6(h)(1)(C).) Any offset
or deduction of property tax would essentially (1) reduce the City’s pro rata share of property
taxes; and (2) reallocate property taxes between cities, counties and special districts without a
two-thirds vote of the Legislature. Under §34179.6(h)}(1)(C), if the SA fails to remit the DDR
Payment in full and on time, the auditor-controller reduces the city’s property tax allocation. [If

f property tax is ordered by an auditor—controller, the auditor-controller “shall reduce
1 it
- i H -
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1 | the distribution of property taxes to the entity that is the subject of the offset and shall distribute

O]

the amount to the taxing entities of the former redevelopment area.” (§34179.8(c)(1).) This
3 | draconian method of enforcing payment has the unconstitutional etfect of attributing the SA’s

4 || debt to the city and then transferring the city’s property taxes in satisfaction of this debt to the

5 || other taxing agencies. This transfer reduces the pro rata share of property taxes allocated to the
6 | city and moves a portion of this share to the schools. It also reallocates city property tax to
7 | counties and special districts without a two-thirds vote of the Legislature. Both transfers violate
8 | the Constitution.

9 Property tax was, and still is, the largest, most stable and, therefore, most important tax

10 | revenue received by cities and provides the revenue base to pay for basic public services such as

N ,8% 11 | police, fire and other emergency services. (RJN, Exh. 5, p. 89, LAO Report: Understanding
-0
55 ks 12 | California’s Property Taxes.) There is simply no scenario under which the transter or reduction
0u 5
§§§§ 13 | of city property taxes to satisfy alleged debts of the SA is constitutional. These provisions, on
520
3 % g 14 | their face, are unconstitutional.
hes
@ é & 151 V. AB1484 UNCONSTITUTIONALLY DELEGATES LEGISLATIVE POWER TO
e 6 DOF
1 DOF
17 Article ITI, §3 of the California Constitution, provides: “The powers of state government

18 | are legislative, executive, and judicial. Persons charged with the exercise of one power may not
19 | exercise either of the others except as permitted by this Constitution. An unconstitutional
20 | legislative delegation arises “when the Legislature confers upon an administrative agency
21 | unrestricted authority to make fundamental policy decisions” or unguided authority to implement
22 || the decisions. (People v. Wright (1982) 30 Cal.3d 705, 712.) The Legislature * “cannot escape
23 || responsibility by explicitly delegating that function to others or by failing to establish an effective
24 | mechanism to assure the proper implementation of its policy decisions.”” (Samples v. Brown (1st
25 | Dist.2007) 146 Cal.App.4th 787, 804 [citations omitted].)  “This doctrine rests upon the premise
26 | that the legislative body must itself effectively resolve the truly fundamental issues. [t cannot

27 | escape responsibility by explicitly delegating that function to others or by failing to establish an

]
“ 1
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effective mechanism to assure the proper implementation of its policy decisions.”” (People v.
Wright (1982) 30 Cal.3d 705, 712, quoting Kugler v. Yocum (1968) 69 Cal.2d 371, 376-377.)

An unconstitutional delegation occurs, as here, when the Legislature fails to provide
adequate direction for implementation of policies adopted by the Legislature.  (Carson
Mobilehome Park Owners' Assn. v. City of Carson (1983) 35 Cal.3d 184, 190, following Kugler
v. Yocum (1968) 69 Cal.2d 371, 376-377.) “While the delegation of governmental authority to an
administrative body is proper in some instances, the delegation of absolute legislative discretion
is not. To avoid such a result it is necessary that a delegating statute establish an ascertainable
standard to guide the administrative body.” (State Board of Dry Cleaners v. T hrift-D-Lux
Cleaners, Inc. (1953) 40 Cal.2d 436, 448.) In the Dry Cleaners case, for example, the statute
required the board to set minimum prices to enable cleaners * ‘to furnish modern, proper,
healthful and sanitary services, using such appliances and equipment as will minimize the danger
to public health and safety incident to such services.”” The only other reference to an established
standard declared that, after “ ‘an investigation therefor, the board may establish a reasonable and
just minimum price schedule ...."” (/d. [quoting challenged statute].) The unguided delegation
was especially subject to challenge because the board was composed in large part by members of
the cleaning industry, who might be self-interested in the outcome of the decisions.

The unfortunate parallel in this instance is that DOF is necessarily interested as the agency
charged with preparing, explaining and administering the State budget.® “Of all the types of bias
that can affect adjudication, pecuniary interest has long received the most unequivocal
condemnation and the least forgiving scrutiny.” (Haas v. County of San Bernardino (2002)
27 Cal.4th 1017, 1025.) As explained in California Teachers Assn. v. Cory (3d Dist.1984)
155 Cal.App.3d 494, 511, when the State’s own finances are at issue, * ‘complete deference to a
legislative assessment of reasonableness and necessity is not appropriate because the State’s self-
interest is at stake. A governmental entity can always find a use for extra money, especially when
taxes do not have to be raised.”™ (Id at 511, quoting United States Trust Co. v. New Jersey

(1977) 431 U.S. [, 25-26.) In this instance, the Legislature failed to enact legislative guides or

b DOF ROPS Review Powerpoint, RIN, Exh. 7, p. 147,
43934 (000127799137 7 : 11
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criteria for DOF’s implementation of multiple major decisions affecting millions of citizens and
billions of dollars, leaving state agencies, the SAs and cities with no ascertainable standard to
guide their actions and decisions. AB1484 lacks standards to govern application of its most
significant provisions, thereby permitting multiple variable interpretations and applications of the
law to different SAs and different holders of enforceable obligations. (E.g., Kugler v. Yocum
(1968) 69 Cal.2d 371, 376-77; State Board of Education v. Honig (3d Dist.1993) 13 Cal. App.4th
720, 750.) Without prescribed legislative standards, different DOF personnel acting in good faith
could and do reach very different, ad hoc determinations on the same or similar facts, causing
great disparity in results from one city to another.

At a minimum, the following AB1484 provisions constitute unconstitutional delegations
of legislativé power to DOF. For each of these delegated decisions lacking any criteria or
standards to inform DOF’s decisions, DOF has exercised nearly unfettered discretion in making
ad hoc decisions as suits its needs and the interests of the State:

e Section 34179.6 requires SAs to employ accountants experienced in local

government accounting and approved by auditor-controllers to conduct

DDRs to identify unobligated funds available for transfer to taxing entities.

That same section allows DOF unilaterally to “adjust” unobligated balance

amounts in DDRs. DOF “may adjust any amount associated with the

determination of the resulting amount ... based on its analysis and

information provided by the successor agency and others. The department

shall consider any findings or opinions of the county auditor-controllers

and the Controller.” No standards or criteria in AB1484 govern DOF

“adjustments” to reports prepared by qualified, third-party auditors in the

first place.

o Section 34179.6(h)(3) authorizes DOF to decide unilaterally if it is

“feasible” for a SA to make a DDR payment. [f DOF “determines that

payment of the full amount required under subdivision (d) is not currently

e or would jeopardize the ability of the successor agency to pay

214 -
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I enforceable obligations in a timely manner, it may agree to an installment

2 payment plan.”  No statutory standards or criteria govern this
3 determination.

4 e Section 34191.5 requires SAs to prepare long-range asset management
5 plans addressing disposition of real properties of former RDAs for review
6 by oversight boards and DOF. “Property shall not be transferred to a
7 successor agency, city, county, or city and county, unless the long-range
8 property management plan has been approved by the oversight board and
9 [DOF].” No statutory standards or criteria govern DOF’s approval or
10 rejection.

MS;;; 11 e Section 34183.5(b) imposes penalties on cities and SAs automatically.
K g % % 12 Section 34183.5(b) lacks any procedure or administrative process to protest
nu &
ég g g 13 or appeal the True-Up Payment amount or imposition of penalties for non-
g é g % 14 payment or untimely payment.

@ % § 15 | VI. DOF HAS VIOLATED THE ADMINISTRATIVE PROCEDURE ACT

16 The Administrative Procedure Act (APA) sets rulemaking procedures and standards for
17 | California state agencies. (Government Codg §§11340 et seq.) APA requirements are designed
18 | to provide everyone a meaningful opportunity to participate in the adoption of state regulations, to
19 | ensure that regulations are clear, necessary and legally valid, and to prevent ad hoc decisions.

20 | Government Code §11340.5(a) provides:

21 No state agency’ shall issue, utilize, enforce, or attempt to enforce
any guideline, criterion, bulletin, manual, instruction, order,
22 standard of general application, or other rule, which is a regulation
’ as defined in Section 11342.600, unless the guideline, criterion,
23 bulletin, manual, instruction, order, standard of general application,
or other rule has been adopted as a regulation and filed with the
24 Secretary of State pursuant to this chapter.
25 The term “regulation™ is defined in §11342.600 to mean “every rule, regulation, order, or

26 | standard of general application or the amendment, supplement, or revision of any rule, regulation,

" The term “state agency” includes every state office, officer, department, division, bureau, board,
3, P1342.520

g . o
28 and commission. (Government Code
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order, or standard adopted by any state agency to implement, interpret, or make specific the law
enforced or administered by it, or to govern its procedure.” (E.g., Clovis Unified School District
y. Chiang (3d Dist. 2010) 188 Cal.App.4th 794, 800; Capen v. Shewry (3d Dist. 2007)
155 Cal.App.4th 378, 386-87.) Proposed regulations must be transmitted to the Office of
Administrative Law for review and, if acceptable, for filing with the Secretary of State.
(Government Code §11343(a).) DOF submitted no proposed regulations to that Office during
2011 or 2012 relating to AB1484 or ABX1-26. (RJN, Exh. 8.)

A regulation subject to APA requirements has two principal identifying characteristics.
First, the agency must intend its rule to apply generally, rather than in a specific case. The rule
need not, however, apply universally; a rule applies generally when it declares how a certain class
or range of cases will be decided. Second, the rule must “implement, interpret, or make specific
the law enforced or administered” by the agency, or govern the agency’s procedure.
(Government Code §11342(g); General Motors Corp. v. Franchise Tax Board (2006) 39 Cal.4th
773, 789; Tidewater Marine Western, Inc. v. Bradshaw (1996) 14 Cal.4th 557, 571, cert. denied
(1997) 520 U.S. 1248; Californians v. Pesticide Reform v. California Dep't of Pesticide
Regulation (3d Dist. 2010) 184 Cal.App.4th 887, 905-09.)

Unless “expressly” or “specifically” exempted, all state agencies not in the legislative or
judicial branch must comply with APA rulemaking requirements when engaged in quasi-
legislative activities. (Winzler & Kelly v. Department of Industrial Relations (1st Dist.1981)
121 Cal.App.3d 120, 125-28.) If an agency rule looks like a regulation, reads like a regulation,
and acts like a regulation, courts will treat the rule as a regulation whatever the issuing agency
called it. (State Water Resources Control Board v. OAL (1st Dist.1993) 12 Cal.App.4th 697,
702). Any doubt about applicability is resolved in favor of the APA. (Morales v. California
Dep't of Corrections (1st Dist. 2008) 168 Cal.App.4th 729, 735-39.) As explained in Tidewater
Marine Western at 568:

The APA establishes the procedures by which state agencies may

adopt regulations. The agency must give the public mfige of its
proposed regulatory action (Government Code §§11346.4,

S OO TR Y T ‘.
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[ 11346.5); issue a complete text of the proposed regulation with a
statement of the reasons for it (/d. §11346.2(a), (b)); give interested

2 parties an opportunity to comment on the proposed regulation (/d.
§11346.8); respond in writing to public comments (/d.
3 §§11346.8(a), 11346.9); and forward a file of all materials on which
the agency relied in the regulatory process to the Office of
4 Administrative Law (/d. §11347.3(b)), which reviews the regulation
for consistency with the law, clarity, and necessity (/d. §§11349.1,
5 11349.3).
6 DOF violated these and other APA provisions in the Government Code. DOF has
7 | published multiple “guidance documents™ violating APA requirements for adopting regulations
8 || even though these documents plainly meet the definition in §11342.600. (E.g., Morning Star Co.

9 | v. State Board of Equalization (2006) 38 Cal.4th 324, 332-38, 340-42; Marin v. Costco Wholesale
10 | Corp. (2008 Ist Dist) 169 Cal.App.4th 804, 815.) Calling a regulation “guidance,” a guideline, a

N § % 11 | protocol, or a bulletin does not alter its character or avoid APA requirements.®
égég 12 DOF is the State Agency responsible for administering the implementation of ABX1-26
%% g% 13 | and AB1484. (RJN, Exh. 9, p. 161.) Without complying with the APA, DOF has implemented,
5 % g % 14 || interpreted and made specific the provisions of those statutes through
@ g % 15 1. Issuing general communications, directions, guidance and the like;
né 16 2. Publishing answers to frequently asked questions; and
17 3. Establishing internal guidelines and procedures affecting SAs, cities and others.
18 Examples of DOF’s violations of the APA are multitudinous. Below are just a few

19 | examples of the kind of rule-making DOF has undertaken without complying with the APA:

20 A. General Communications
21 1. As one example, DOF’s website explains:
22 Welcome to the Department of Finance’s Redevelopment Agency
(RDA) Dissolution Website. This website will serve as the primary
23 conduit for the Department of Finance to share information related
to the redevelopment dissolution legislation and communicate with
24 successor agencies, who are responsible for overseeing the winding
25
2% * An exception for internal management documents (Government Code §11340.9) does not apply

to documents that implicate the interests of persons or entities outside the agency. (California
27 || School Boards Assn. v. State Board of Education (1st Dist. 2010) 186 Cal.App.4th 1298, 1328-
30y Californians v. Pesticide Reform v. California Dep't of Pesticide Regulation (3d Dist. 2010)
184 Cal. App.4th 887, 905-09))

e
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1 down at the local level, and county auditors-controllers, who are
charged with property tax distribution. Please visit this website
frequently as information is regularly updated.

[\

(RIN, Exh. 10, p. 166. [emphasis added].) This frequently changing website has been entirely

sl

4 | under the control of DOF, with new or revised directives added and deletions made with little or

5 | no notice.
6 2. January 11, 2013 communication to county auditor-controllers. (RJN, Exh. 11, p.
7 | 169.) In this written correspondence, DOF interprets ABX1-26 and AB1484 to mean:
8 a. County auditor-controllers lack the authority to change
9 property tax distributions.
b. County Educational Revenue Augmentation Funds
10 (“ERAFs”) are statutorily entitled to receive a portion of the
g1 " §34183(a)(4) “residual” payments made from the RPTTF.
Q
5t c. ERAFs receive a portion of the DDR payments.
THE
e o .
gggg 13 | None of these directives is apparent from the statutes. ABX1-26 and AB 1484 don’t even
5p 29 ,
gﬁgg 14 | mention ERAF. DOF not only interprets how AB1484 should be applied to the incredibly
ke
@ ég 15 | complex law governing ERAF,” but DOF also offers advice on how pending litigation should be
° 5

16 | interpreted. DOF may be right or wrong, but there is no doubt it is interpreting the statute and
17 I should have followed the APA before disseminating this communication.

18 3. July 12, 2012, communication to successor agencies. (RIN, Exh. 12, p. 171.) In

19 | this written correspondence, DOF interprets ABX1-26 and AB1484 in at least the following

20 | ways:

21 a. The approved ROPS on which the calculation of each SA’s
~ True-Up Payment was made cannot be amended even to correct

22 acknowledged errors.

23 b. All revised ROPS are summarily rejected.

24 c. Requests to reconsider denied ROPS items will be

) addressed in the January through June ROPS period.

26 /!
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1 | Again, nothing in ABX1-26 or AB1484 prevents SAs from submitting and DOF from approving

3]

revised ROPS. DOF initially accepted revised ROPS. As a practical matter, since ROPS are
3 | prepared and approved in advance for each six-month period, it is virtually inevitable that there

4 | will be variations from the ROPS based on actual experience. Moreover, DOF ruled that revised

5 | ROPS would not be accepted even if the error requiring the revision was DOF’s own error. By
6 | summarily rejecting all revised ROPS, DOF interpreted the statute and imposed DOF’s
7 | interpretation with no opportunity for the APA notice and comment process and review by the
8 | Office of Administrative Law that are required by law.
9 B. Frequently Asked Questions

10 DOF has employed a lengthy series of answers to “frequently asked questions” to interpret

11 | and implement ABX1-26 and AB1484 without complying with the APA. These are found at the
12 | DOF website and a few are identified below as patent examples of rule-making. The list could be

13 | extended with multiple other examples.
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SACRAMENTO, CALIFORNIA ©581 4

14 1. DOF’s refinements to the definition of “enforceable obligation,” which is a
15 statutorily defined term. (§34171(d).) (RJN, Exh. 13, p. 172.)

16 2. Reconciliation of the conflicting provisions of sections 343188 and 34183
17 concerning distribution of “residual” property taxes to affected taxing agencies.
18 (RIN, Exh. 14, p. 175.)

19 3. The treatment of bond obligations. (RIN, Exh. 15, p. 177.)

20 4. Creation of reserves for contingent liabilities. (RIN, Exh. 16, p. 181.)

21 5. The method of calculating the AB1484 True-Up Payment. (RJN, Exh. 17, p. 185.)
22 C. Internal Guidelines and Procedures

23 DOF has promulgated internal guidelines and procedures governing the review of ROPS

24 | which interpret ABX1-26 and AB1484. These include:

25 1. Refinements to the definition of “administrative cost,” which is a statutorily
26 defined term. (§34171(b).) (RIN, Exh. I8, p. 190.)
27 2. The enforceability of contracts, including bond-funded contracts. ( RJN, Exh. 18,
28 p. 193, Exh. 19, p. 202))
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3. The validity of agreements funded by the Low and Moderate Income Housing
Fund. (RJN, Exh 20, p. 209)

D. DOF’s Actions Violate the APA

The point of the foregoing examples is not whether DOF is right or wrong (although DOF
has often been wrong). The point is that DOF was and is engaging in rule-making, i.c.,
interpreting, implementing or making specific the provisions of ABX1-26 and AB1484, without
following the procedures prescribed by the APA, including notice and comment and submission
to the Office of Administrative Law. DOF should be ordered to cease rule-making without
complying with the APA, withdraw all rules promulgated in violation of the APA and prepare
rules for implementing ABX1-26 and AB1484 in accordance with the APA.
VII. CONCLUSION

The foregoing points and authorities establish that Petitioners are entitled to the relief
sought on both the petition and the complaint and orders compelling Respondents to comply with
their mandatory, ministerial duty not to withhold sales and use taxes or property taxes in violation
of the California Constitution to the detriment of Petitioner City and all other California cities.
Further, Petitioners respectfully request that the Court invalidate those portions of AB1484 that
delegate authority to Respondents with no standards for the reasons set forth above and that
Respondents be ordered to prepare and adopt regulations to implement AB1484 in compliance

with the Administrative Procedures Act.

BEST BEST & KRIEGER LLP

By. / -7 Dy T e ——

T ERE\ i” H.‘fWKENS

Dated: January 31, 2013

Attorneys for Petitioners and Plaintiffs
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At the time of service [ was over 18 years of age and not a party to this action. My
business address is 500 Capitol Mall, Suite 1700, Sacramento, California 95814. On February 1,
2013, I served the following document(s):

Petitioners’ Memorandum of Points and Authorities in Support
of Petition for Writ of Mandate and Complaint for Injunctive
and Declaratory Relief

D By fax transmission. Based on an agreement of the parties to accept service by
fax transmission, I faxed the documents to the persons at the fax numbers listed
below. No error was reported by the fax machine that I used. A copy of the record

of the fax transmission, which [ printed out, is attached.

By United States mail. I enclosed the documents in a sealed envelope or package
addressed to the persons at the addresses listed below (specify one):

Deposited the sealed envelope with the United States Postal Service, with
the postage fully prepaid.

Placed the envelope for collection and mailing, following our ordinary
business practices. I am readily familiar with this business's practice for
collecting and processing correspondence for mailing. On the same day that
correspondence is placed for collection and mailing, it is deposited in the
ordinary course of business with the United States Postal Service, in a
sealed envelope with postage fully prepaid.

[ am a resident or employed in the county where the mailing occurred. The
envelope or package was placed in the mail at Sacramento, California.

[:] By personal service. At ___ a.m./p.m., I personally delivered the documents to
the persons at the addresses listed below. (1) For a party represented by an
attorney, delivery was made to the attorney or at the attorney's office by leaving the
documents in an envelope or package clearly labeled to identity the attorney being
served with a receptionist or an Individual in charge of the office. (2) For a party,
delivery was made to the party or by leaving the documents at the party's residence
with some person not less than 18 years of age between the hours of eight in the
morning and six in the evening.

D By messenger service. | served the documents by placing them in an envelope or
package addressed to the persons at the addresses listed below and providing them
to a professional messenger service for service. A Declaration of Messenger is
attached.




1 D By overnight delivery. [ enclosed the documents in an envelope or package
5 provided by an overnight delivery carrier and addressed to the persons at the
= addresses listed below. 1 placed the envelope or package for collection and
3 overnight delivery at an otfice or a regularly utilized drop box of the overnight
delivery carrier.
4
By e-mail or electronic transmission. Based on a court order or an agreement of
5 the parties to accept service by e-mail or electronic transmission, I caused the
documents to be sent to the persons at the e-mail addresses listed below. I did not
6 receive, within a reasonable time after the transmission, any electronic message ot
7 other indication that the transmission was unsuccessful.
3 SEE ATTACHED SERVICE LISTS
9 I declare under penalty of perjury under the laws of the State of California that the
above is true and correct.
10 Executed on February 1, 2013, at Sacramento, California.
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1 SERVICE LIST

2 || Kamala D. Harris, Attorney General Dennis Bunting, County Counsel
Peter K. Southworth, Supervising Dep. AG Azniv Darbinian, Asst. County Counsel
3 || Seth Goldstein, Deputy Attorney General Daniel M. Wolk, Deputy County Counsel
OFFICE OF THE ATTORNEY GENERAL SOLANO COUNTY
4 1 1300 I Street, Suite 125 (95814) 675 Texas Street, Suite 6600
PO Box 944255 Fairtield, CA 94533
5 || Sacramento, CA 94244-2550 Tel (707) 784-6140
Tel (916) 327-2364 Fax (707) 784-6862
6 ||| Fax (916) 324-8835
Attorneys for Simona Padilla-Scholtens,
7 || Attorneys for Ana J. Matosantos, Director of | Solano Auditor-Controller, County of Solano,
Department of Finance; John Chiang, State Solano County Free Library, Solano County
8 || Controller; California State Board of Mosquito Abatement District
Equalization
9
Jeanne M. Zolezzi Chester A. Rogaski, Jr.
10 || Seth P. Shapiro DUNN ROGASKI PREOVOLOS & WEBER
< HERUM CRABTREE 455 Devlin Rd., Suite 100
N § o 11 |} 5757 Pacific Avenue, Suite 222 Napa, CA 94558
i-5 Stockton, CA 95207 (707) 252-1555
Lo E g 12 || (209) 472-7700
9 g a5 (209) 472-7986 Attorneys for Greater Vallejo Recreation
233 13 District
§ & ; ;{ " Attorneys for Solano County Water Agency
acE
: & g9 Gary K. Heppell Brian Bunger
©9 % 15 || FAVARO LAVEZZO GILL CARETTI & Bay Area Air Quality Management District
0% HEPPELL 939 Ellis Street
16 ||| 300 Tuolumne Street #A San Francisco, CA 94109
Vallejo, CA 94590-5787 Legal:
17 |} (707) 552-3630 (415) 749-4920
3 (707) 552-8913
Attorneys for Vallejo Sanitation and Flood
| 19 || Control District
20 || P. Addison Covert Yulian Ligioso
Marsha A. Bedwell Vice President Finance and Administration
21 ||| Meghan Covert Russell Solano Community College
KRONICK MOSKOVITZ TIEDEMANN & Main Campus
22 )| GIRARD 4000 Suisun Valley Road
400 Capitol Mall, 27th Floor Fairfield, CA 94534
23 || Sacramento, CA 95814 (707) 864-7000
(916) 321-4500
24 11 (916) 321-4555
25 | Attorneys for Vallejo City Unified School
District
26
27
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Margaret M. Merchat Lori E. Pegg

Frank Zotter, Jr. Orry P. Korb

School & College Legal Services of California | Lizanne Reynolds :

5350 Skylane Blvd. OFFICE OF THE COUNTY COUNSEL
Santa Rosa, CA 95403 70 West Hedding Street, East Wing, 9th Floor
(707) 524-2690 San Jose, CA 95110-1770

(707) 578-0517 (408) 299-5900

(408) 292-7240
Attorneys for Solano County Olffice of
Education Attorneys for County of Santa Clara, Vinod K.
Sharma, Santa Clara Unified School District
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