












































 

 
 
April 4, 2014 
 
To: CSAC Executive Committee 
 
From: Jean Kinney Hurst, CSAC Legislative Representative 
 
Re: SB 1129 (Steinberg): Redevelopment: successor agencies to 

redevelopment agencies – ACTION ITEM 

 
Senator Darrell Steinberg has introduced SB 1129, a measure that seeks to address a 
number of concerns about the process of dissolving redevelopment agencies. SB 1129 
will be heard before the Senate Governance and Finance Committee on April 9, 2014 
and is linked here for your review. 
 
Recommendation. CSAC staff recommends a position of “oppose” on SB 1129. 
Existing CSAC policy favors greater fiscal controls at the county level and recognizes the 
significance of property tax revenues, in particular, as an important county general fund 
revenue source. SB 1129 promises to result in fewer property tax dollars returned to 
affected taxing entities over a longer period of time. Recall that in 2011-12 and 2012-13 
counties have received about $875 million in property tax revenues associated with 
redevelopment dissolution, with an estimated $605 million received in 2013-14 and 
2014-15. This revenue is general purpose revenue that counties may use at their 
discretion.  
 
Background. The Senate Governance and Finance Committee’s bill analysis thoroughly 
outlines the history that brought us to redevelopment dissolution. SB 1129 proposes 
changes to three components of the dissolution process: enforceable obligations, long 
range property management plans and compensation agreements, and use of bond 
proceeds for debt issued in 2011. 
 
Use of 2011 bond proceeds: The redevelopment dissolution law allows a successor 
agency that receives a finding of completion to use bond proceeds from bonds issues on 
or before December 31, 2010, for the purposes for which the bonds were sold. Those 
proceeds in excess of the amounts needed to satisfy enforceable obligations must be 
expended in a manner consistent with the original bond covenants. If they cannot, the 
proceeds must be used to defease the bonds or to purchase those bonds on the open 
market for cancellation. 
 
SB 1129 allows a successor agency to use the proceeds of bonds issued by a former 
RDA in 2011, extending the 2010 deadline, upon approval of the oversight board if the 
proceeds are used in a manner in which the bonds were sold and if the oversight board, 
in consultation with the appropriate metropolitan planning organization (MPO), 
determines that the use of the bond proceeds is consistent with the sustainable 
communities strategy outlined by the MPO. 
 
Long Range Property Management Plans and compensation agreements: A successor 
agency that has received a finding of completion may retain a former RDA’s real 
property and interest in real property. The successor agency must prepare a Long 
Range Property Management Plan (LRPMP) that outlines the disposition and use of a 

http://leginfo.ca.gov/pub/13-14/bill/sen/sb_1101-1150/sb_1129_bill_20140219_introduced.pdf
http://leginfo.ca.gov/pub/13-14/bill/sen/sb_1101-1150/sb_1129_cfa_20140403_133351_sen_comm.html


former redevelopment agency’s real property. Current law prohibits the transfer of 
property to a successor agency, city, or county unless a successor agency’s oversight 
board and DOF approve the LRPMP. If a city or county wishes to retain a property for 
future redevelopment activities, funded with its own funds, it must reach a compensation 
agreements with the other taxing entities to provide payments to them in proportion to 
their shares of the base property tax for the value of the property retained. 
 
SB 1129 declares that the requirement to reach a compensation agreement does not 
apply to the disposition of properties pursuant to a LRPMP and that DOF may not 
require a compensation agreement as part of the approval of the LRPMP.  
 
Enforceable obligations: Enforceable obligations are responsibilities for payments 
entered into by former RDAs. These include bonds, bond-related payments, certain 
loans, payments required by the federal government, obligations to the state, obligations 
imposed by state law, legally required payments related to RDA employees, judgments 
or settlements, and other legally binding and enforceable agreements or contracts. 
Successor agencies must prepare a list of enforceable obligations every six months; this 
list, called the “Recognized Obligation Payment Schedule” (ROPS) must be adopted by 
the oversight board and is subject to review by the Department of Finance. Enforceable 
obligations are then paid from property tax revenues that would otherwise have gone to 
the former RDA; any revenues that remain are distributed to the affected taxing entities. 
 
A “finding of completion” is received by a successor agency when it complies with state 
laws that require it to remit specified RDA property tax allocation and cash assets 
identified via a “due diligence review” process. Approximately 300 successor agencies 
have received a finding of completion. 
 
SB 1129 requires that an oversight board approve any action to remove an enforceable 
obligation from a ROPS for a successor agency that has received a finding of 
completion. 
 
SB 1129 also allows a successor agency that receives a finding of completion to enter 
into or amend existing contracts and agreements if this action will not commit new tax 
funds or will not otherwise adversely affect the flow of tax increment to taxing agencies. 
 
Policy Considerations. These three components of SB 1129 will have consequences 
for all affected taxing entities. Allocation of property tax increment revenues is a zero-
sum game. Successor agencies that utilize the provisions of SB 1129 to finance projects 
will receive larger allocations of property tax increment revenues than under current law. 
At the same time, other local governments will receive smaller allocations than they 
would under current law. A similar scenario occurs by authorizing successor agencies to 
retain former RDA properties without compensation agreements. 
 
Some counties that operated county redevelopment agencies may receive some benefit 
from the changes proposed in SB 1129, including those that had prepared for, but had 
not yet executed, redevelopment projects during the months prior to the passage of the 
dissolution bill. 
 
Use of 2011 bond proceeds: By authorizing the use of bond proceeds issued in 2011 
regardless of whether the agency receives a finding of completion, SB 1129 redirects 
property tax increment revenues to fund new projects instead of paying down debt. 



According to the Senate Governance and Finance Committee analysis, some 
redevelopment officials responded to the Governor’s 2011 proposal to eliminate RDAs 
by accelerating their tax allocation bond sales. In the first six months of 2011, RDAs 
collectively issued $1.5 billion in tax allocation bonds, exceeding the level of debt issued 
in the entire prior fiscal year. Further, many of these bonds were issued at significantly 
higher interest rates than in previous years. (In the first six months of 2011, RDAs issued 
more tax allocation bonds with interest rates exceeding 8 percent than they had in the 
previous 10 years.) DOF estimates that there is $600-700 million in unencumbered 2011 
bond proceeds. From a fiscal perspective, it does not make sense to allow a successor 
agency to utilize bond proceeds instead of defeasing the bonds, as these debt 
obligations would require property tax increment revenues well into the future at a high 
cost. 
 
Long Range Property Management Plans and compensation agreements: By eliminating 
the requirement that a city or county must negotiate compensation agreements with 
other taxing entities for former RDA properties that it retains pursuant to a LRPMP, SB 
1129 does away with an important tool for affected taxing entities to ensure that 
development can occur while protecting all local governments’ investments in such 
properties. Former RDA properties were purchased using property tax increment 
revenues from all local taxing entities; compensation agreements are a reasonable 
means to ensure that local agencies are working collaboratively to resolve issues 
regarding future use of these properties. 
 
Enforceable obligations: By authorizing a successor agency to enter into new and/or 
amended enforceable obligations without oversight board approval, affected taxing 
entities may be concerned that there are insufficient safeguards in place to ensure that 
any changes are consistent with the wider community’s values and the Legislature’s 
intent to expeditiously wind down RDAs. Oversight Board and DOF review are important 
components to ensure that enforceable obligations are appropriate and lawful. 
 
SB 1129 is supported by a number of low-income housing advocates and developers, 
the City of Folsom, Western Center on Law and Poverty, a few local agency employee 
associations (including San Luis Obispo County Employees Association), and a number 
of individuals. 
 
The Santa Clara County Board of Supervisors and the California Special Districts 
Association have taken an “oppose” position on the measure. 
 
Action requested. Consistent with existing CSAC policy, staff recommends an “oppose” 
position on SB 1129 (Steinberg). Assuming that the bill moves out of the Senate 
Governance and Finance Committee on April 9, it will next be heard in the Senate 
Appropriations Committee. 
 
Should the Executive Committee not wish to take an “oppose” position, CSAC could 
express its concerns with SB 1129 in writing to the author, identifying its most troubling 
components or simply watch the bill as it moves through the legislative process.   
 
 
 
 


































