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CALIFORNIA LEGISLATURE—2013—14 REGULAR SESSION

ASSEMBLY BILL No. 1582

Introduced by Assembly Member Mullin

February 3, 2014

An act to-amend,—repeal—and-add-Section-3417# amend Section
34191.4 of the Health and Safety Code, relating to redevel opment.

LEGISLATIVE COUNSEL’S DIGEST

AB 1582, as amended, Mullin. Redevelopment: successor agenmes
Recognized-Obligation-Payment-Schedule: postcompliance provisions:
loans.

The Community Redevelopment Law authorized the establishment
of redevelopment agencies in communities to address the effects of
blight, as defined. Existing law dissolved redevelopment 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 redevel opment agencies. Existing law
requires a successor agency to, among other things, prepare a
Recognized Obligation Payment Schedulefor payments on enforceable
obligations for each 6-month fiscal period.
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Under existing law, the Department of Financeisauthorized to issue
a finding of completion to a successor agency that compl etes specified
requirements. Upon receiving a finding of completion, the successor
agency is authorized to participate in a loan repayment program and
limited property management activities. Under existing law, after the
successor agency receives a finding of completion, upon application
by the successor agency and approval by the oversight board, loan
agreements entered into between the redevel opment agency and the
city, county, or city and county that created the redevel opment agency
are deemed to be enforceable obligations, provided that the oversight
board makes a finding that the loan was for |egitimate redevel opment
pur poses.

This bill would require the interest rate on the amount of principal
calculated fromtheloan origination date, and any increase thereto that
remains unpaid as of the date of oversight board approval of the loan
as an enforceabl e obligation, to be subject to an adjusted interest rate,
as prescribed.

This bill would incorporate additional changes to Section 34191.4
of the Health and Safety Code proposed by AB 2493 and SB 1129 that
would become operative if this bill and either AB 2493 and SB 1129,
or both, are enacted and this bill is enacted last.

Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

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

SECTION 1. Section 34191.4 of the Health and Safety Code
isamended to read:

34191.4. Thefollowing provisionsshall apply to any successor
agency that has been issued a finding of completion by the
Department of Finance:

O wWN -
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(&) All real property and interestsin real property identified in
subparagraph (C) of paragraph (5) of subdivision (c) 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 34191.5 unless that property is subject to the
requirements of any existing enforceable obligation.

(b) (1) Notwithstanding subdivision (d) of Section 34171, upon
application by the successor agency and approval by the oversight
board, loan agreements, contracts, or arrangements entered into
between the redevelopment agency and the city, county, or city
and county that created the redevel opment agency shall be deemed
to be existing enforceable obligations provided that the oversight
board makes a finding that the loan was for legitimate
redevel opment purposes.

(2) If theoversight board findsthat the loan agreement, contract,
or arrangement entered into between the redevel opment agency
and the city, county, or city and county that created the
redevelopment agency is an existing enforceable obligation, the
accumulated interest on the remaining principal amount of theloan
shall be recalculated from the loan origination at the historic
interest rate earned by funds deposited into the Local Agency
Investment-Fuanre—Fhe Fund at the time of the loan origination and
adjusted quarterly over time. For purposes of this paragraph, the
term*“ remaining principal amount” meansthe amount of principal
calculated fromtheloan origination date and any increase thereto
that remains unpaid as of the date of oversight board approval.
After the interest on the remaining principal amount has been
calculated, the loan shall be repaid to the city, county, or city and
county in accordance with a defined schedule over a reasonable
term of yearsat an interest rate not to exceed the quarterly adjusted
interest rate earned by funds deposited into the Local Agency
Investment Fund. The annual 1oan repayments provided for in the
recognized obligation payment schedules shall be subject to all of
the following limitations:

(A) Loan repayments shall not be made prior to the 2013-14
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
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(e) of Section 34176 combined shall be equal to one-haf 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 201213 base year, provided,
however, that calculation of the amount distributed to taxing
entities during the 2012—13 base year shall not include any amounts
distributed to taxing entities pursuant to the due diligence review
process established in Sections 34179.5 to 34179.8, inclusive.
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) Repaymentsreceived by the city, county, or city and county
that formed the redevel opment 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 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 enforceabl e 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
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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.

SEC. 1.5, Section 34191.4 of the Health and Safety Code is
amended to read:

34191.4. Thefollowing provisionsshall apply to any successor
agency that has been issued a finding of completion by the
Department of Finance:

(@) All real property and interestsin real property identified in
subparagraph (C) of paragraph (5) of subdivision (c) 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 34191.5 unless that property is subject to the
requirements of any existing enforceable obligation.

(b) (1) Notwithstanding subdivision (d) of Section 34171, upon
application by the successor agency and approval by the oversight
board, loan agreements, contracts, or arrangements entered into
between the redevelopment agency and the city, county, or city
and county that created the redevel opment agency shall be deemed
to be existing enforceabl e obligations provided that the oversight
board makes a finding that the loan was for legitimate
redevel opment purposes.

(2) If theoversight board findsthat the loan agreement, contract,
or arrangement entered into between the redevelopment agency
and the city, county, or city and county that created the
redevelopment agency is an existing enforceable obligation, the
accumul ated interest on the remaining principal amount of theloan
shall be recalculated from the loan origination at the historic
interest rate earned by funds deposited into the Local Agency
I nvestment-+unre-—Fhe Fund at the time of theloan origination and
adjusted quarterly over time. For purposes of this paragraph, the
term“ remaining principal amount” meansthe amount of principal
calculated fromtheloan origination date and any increase thereto
that remains unpaid as of the date of oversight board approval.
After the interest on the remaining principal amount has been
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calculated, the loan shall be repaid to the city, county, or city and
county in accordance with a defined schedule over a reasonable
term of yearsat an interest rate not to exceed the quarterly adjusted
interest rate earned by funds deposited into the Local Agency
Investment Fund. The annual loan repayments provided for in the
recognized obligation payment schedules shall be subject to all of
the following limitations:

(A) Loan repayments shall not be made prior to the 2013-14
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, provided,
however, that calculation of the amount distributed to taxing
entities during the 2012—13 base year shall not include any amounts
distributed to taxing entities pursuant to the due diligence review
process established in Sections 34179.5 to 34179.8, inclusive.
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 (€) of Section 34176.

(B) Repaymentsreceived by the city, county, or city and county
that formed the redevel opment 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
M oderate 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 Moderate Income Housing
Fund for purposes of the Supplemental Educationa Revenue
Augmentation Fund have been paid.

(©) (1) Bond proceeds derived from bonds issued on or before

; - June 28, 2011, shall be used for the purposes
for which the bonds were sold.
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(2) (A)-Notwithstanding Section 34177.3 or any other
conflicting provision of law, bond proceeds derived from bonds
issued on or before December 31, 2010, in excess of the amounts
needed to satisfy approved enforceable obligations shall thereafter
be expended in a manner consistent with the origina bond
covenants. Enforceabl e 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 fundsto compl ete 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.

(3) (A) Bond proceeds derived from bonds issued between
January 1, 2011, and June 28, 2011, shall only be used for projects
which meet the following criteria, as determined by a resolution
issued by the oversight board:

(i) The project shall be consistent with the applicable regional
sustai nable communities strategy or alternative planning strategy
adopted pursuant to Section 65080 of the Government Code that
the State Air Resources Board has determined would, if
implemented, achieve the greenhouse gas emission reduction
targets established by the board or, if a sustainable communities
strategy is not required for a region by law, a regional
transportation plan that includes programs and policiesto reduce
greenhouse gas emissions.

(if) Two or more significant planning or implementation actions
shall have occurred on or before December 31, 2010. The term
“significant planning and implementation actions’ means any of
the following:

(I) Anaction approved by the governing body of the city, county,
city and county, the board of the former redevelopment agency,
or the planning commission directly related to the planning or
implementation of the project.

(I1) Theproject isincluded within an approved city, county, city
and county, or redevelopment agency planning document,
including, but not limited to, a redevelopment agency five-year
implementation plan, capital improvement plan, master plan, or
other planning document.

94



AB 1582 —8—

(1) The expenditure by the city, county, city and county, or
project sponsor, of more than twenty-five thousand dollars
($25,000) on planning-related activities for the project within one
fiscal year, or fifty thousand dollars ($50,000) in total, over
multiple fiscal years.

(iii) Documentation dated on or before December 31, 2010,
shall be provided indicating theintention to financeall or a portion
of the project with the future issuance of long-term debt, or
documentation showing that the issuance of long-term
redevelopment agency debt was being planned on or before
December 31, 2010.

(iv) Each construction contract over one hundred thousand
dollars ($100,000) shall include a provision that prevailing wage
will be paid by the contractor and all of that contractor’s
subcontractors.

(v) For each construction contract over two hundred fifty
thousand dollars ($250,000), the successor agency shall require
prospective contractors to submit a standardized questionnaire
and financial statements as part of their bid package, to establish
the contractor’s financial ability and experience in performing
large construction projects.

(B) Any city, county, or city and county that funded an eligible
project, meeting the criteria listed in clauses (i) to (iii), inclusive,
of subparagraph (A) with funds other than redevelopment funds,
between June 28, 2011, and the effective date of the act adding
this paragraph, shall be eligible to be reimbursed utilizing 2011
bond proceeds, if the project meetsthe purpose for which the bonds
were issued.

(C) Any successor agency requesting the use of bond proceeds
derived from bondsissued between January 1, 2011, and June 28,
2011, in accordance with subparagraphs (A) and (B), shall place
that request on its Recognized Obligation Payment Schedule. The
successor agency shall place each project on a separate
Recognized Obligation Payment Schedulelineitem. The successor
agency shall detail in the resolution adopting the Recognized
Obligation Payment Schedule how each project will meet the
requirementsin subparagraphs (A) and (B), and all documentation
showing how the project meets those criteria shall be attached to
the resol ution. The resol ution adopting the Recognized Obligation
Payment Schedule, including the supporting documentation, shall
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be forwarded to the Department of Finance for review and
approval or denial. Pursuant to subdivision (h) of Section 34179,
the Department of Finance may review and deny any action by
the oversight board.

(4) If remaining bond proceeds derived from bonds issued on
or before December 31, 2010, cannot be spent in a manner
consistent with the bond covenants pursuant to-subparagraph-(A);
paragraph (2), or if bond proceeds derived from bonds issued
between January 1, 2011, and June 28, 2011, cannot be used for
projects that met the requirements in subparagraphs (A) and (B)
of paragraph (3), the proceeds shall be used to defease all or a
portion of the bonds or to purchase all or a portion of those same
outstanding bonds on the open market for cancellation. If only a
portion of the bonds proceeds will be used, the successor agency
shall defease or purchase bonds for cancellation in a manner that
maximizes fiscal savings.

SEC. 2. (a) Section 1 of thisbill shall become operative only
if (1) thishill isenacted and becomes effective on or before January
1, 2015, (2) this bill amends Section 34191.4 of the Health and
Safety Code, and (3) both Assembly Bill 2493 and Senate Bill 1129
arenot enacted, or as enacted do not amend that section, in which
case Section 1.5 of this bill shall not become operative.

(b) Section 1.5 of this bill incor porates amendments to Section
34191.4 of the Health and Safety Code proposed by both this bill
and Assembly Bill 2493. It shall only become operativeif (1) both
bills are enacted and become effective on or before January 1,
2015, (2) each bill amends Section 34191.4 of the Health and
Safety Code, and (3) Senate Bill 1129 is not enacted or as enacted
does not amend that section, and (4) this bill is enacted after
Assembly Bill 2493, in which case Section 1 of this bill shall not
become operative.
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