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REPORT TO THE HONORABLE MAYOR AND CITY COUNCILMEMBERS 

SUPPLEMENTAL COUNCIL DOCKET ITEM ON JANUARY 23 , 2012, REGARDING 
ROLES OF SUCCESSOR AGENCY AND OVERSIGHT BOARD UNDER AB X I 26 

INTRODUCTION 

It is anticipated that, dUling the 6:00 p.m. meeting on January 23 , 20 12, the City Counci l 
of the City of San Diego (Council) will discuss the future role of the successor agency and the 
oversight board in admin istering existing obligations and winding down operations of the 
Redevelopment Agency of the City of San Diego (Agency). The Council recently decided that 
the City will carry out the role of the Agency' s successor agency and wi ll assume the Agency's 
housing assets and functions in accordance with the State legislation that eliminates all 
redevelopment agencies (RDAs) tlu'oughout California. San Diego Resolution No. R-307238 
(Jan. 12, 20 12). 

This Report provides a briefsunU11ary of the opinion recently issued by the Cali fol11ia 
Supreme COlll1 (Supreme COUl1) in response to litigation filed in July 2011 by the Califol11ia 
Redevelopment Association, the League of California Cities, and other entiti es (CRA Litigation) 
to challenge the constitutionality of the two redevelopment-related bills commonl y known as 
AB x l 26 (AB 26) and AB x l 27 (AB 27). This Rep0l1 also generally describes pending lawsuits 
in Sacramento Superior Court and ongoing State legislative eff0l1s that could delay, prevent, or 
modify the implementation of AB 26, which otherwise wi ll result in the disso lution of all RDAs 
as of Feb mary 1, 2012. Finally, thi s Rep0l1 discusses the govel11ance structure of the City in its 
capacity as the Agency' s successor agency, as well as the respective roles of a successor agency 
and an oversight board in implementing the provisions of AB 26. 

QUESTIONS PRESENTED 

I. What is the role of a successor agency in implementing the provisions of AB 267 

2. What is the govel11ance stmcture of the City in its capacity as the Agency' s 
successor agency under AB 267 

3. What is the role of an oversight board in implementing the provisions of AB 267 
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I. Under AB 26, a successor agency is designated to administer existing 
enforceable obligations of each fonner RDA and to wind down the operations of each fonner 
RDA, subject to the review and approval of the oversight board and celiain State entities. Among 
other things, the successor agency must transfer to the local county auditor-controller, for pro 
rata distribution to certain local taxing entities, the unencumbered balance of the fonner RDA ' s 
funds and the proceeds of the sales of the fonner RDA's assets and properties, after such sales 
have been completed expeditiously at the oversight board's direction. 

2. AB 26 is silent on the exact gove111ance structure of a successor agency. In other 
words, AB 26 does not contain any provisions that plllpOlt to modify the ClllTent governance 
structure of the City, acting in its capacity as the successor agency to the Agency under AB 26. 
Consequently, the cutTent gove111ance structure of the City will remain the governance structure 
of the City in its capacity as the successor agency to the Agency under AB 26. The San Diego 
Charter directs the governance structure of the City, both in its general capacity as a municipal 
corporation and in its capacity as the Agency's successor agency under AB 26. 

3. AB 26 requires the fOlmation of an oversight board, composed of seven members, 
to oversee the actions and decisions of the successor agency. The oversight board must direct the 
fonner RDA to perf 01111 various actions, including the expeditious disposal of the fom1er RDA's 
assets and propelties in a marmer aimed at maximizing value for the benefit of the local taxing 
entities. In addition, subject to final review and approval by the State Department of Finance, the 
oversight board must approve several specified types of actions by the successor agency before 
those actions become effective. 

BACKGROUND 

A. Two Redevelopment Bills 

The two redevelopment bills, AB 26 and AB 27, were approved simultaneously by the 
State Legislature on June 15, 201 1, and signed by Govemor Edmund G. Brown Jr. , on June 28, 
20 II. AB 26 contains two main components. First, under Pari 1.8 of AB 26, all RDAs must 
generally refrain fi·om undeltaking new redevelopment activities during a so-called "freeze 
period" that conunenced on June 28, 2011. Second, under Part 1.85 of AB 26 (Dissolution 
Provisions) , all RDAs are dissolved, and successor agencies must wind down their operations, 
after the freeze period has ended. AB 27 allows cities and counties to continue to operate their 
countelpart RDAs by making "voluntary" continuation payments to the local county auditor
controller for disll;bution to local taxing entities. 

B. Supreme Court's Opinion 

On December 29,20 11 , the Supreme COlllt issued its final opinion in the CRA Litigation, 
which upheld AB 26 and invalidated AB 27. The Supreme COlllt concluded that AB 26 and 
AB 27 are severable from one another, such that AB 26 may be enforced independently Ii·om AB 
27. The Supreme COlllt established a modified set of dead lines for the implementation of AB 26, 
to account for the circumstance in which the Supreme COlllt had suspended the Dissolution 
Provisions for approximately four months while deciding the merits of the CRA Litigation. 
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BatTing the issuance of a contrary com1 order or the passage of new legislation, the 
Supreme Com1's decision means that the Agency, as with all other RDAs throughout Califomia, 
will be dissolved under AB 26 as of Febmary 1,20 12, and will not be allowed to continue to 
operate by having the City make the continuation payments under AB 27. 

C. Pending Lawsuits in Sacramento Superior Cour t 

Various local jurisdictions in Califomia have filed at least two separate lawsuits in 
Sacramento Superior Com1, rai sing legal arguments that were not decided by the Supreme Com1 
in the CRA Litigation. It is possible that additional lawsuits have been, or will be, initiated soon. 
In each of the two known lawsuits, the plaintiffs have filed a motion seeking an immediate 
injunction against enforcement of AB 26. Judge Lloyd G. Connelly of the Sacramento Superior 
Com1 will hold a hearing on those two motions conculTently at 1 :30 p.m. on January 27,2012, 
and is expected to issue a ruling on the motions before RDAs are scheduled to dissolve on 
February 1,20 12, by operation of AB 26. 

In the first lawsuit, the City of Cerritos and other cities and RDAs filed a Complaint for 
Declaratory and Injunctive Relief and a Petition for Writ of Mandate in Superior Court in the 
County of Sacramento on September 26, 2011 (Cenitos Litigation), challenging AB 26 on 
vmious constitutional grounds. The Superior Court postponed its consideration of the Cenitos 
Litigation pending the Supreme Com1's issuance of its final opinion in the CRA Litigation. The 
plaintiffs in the CerTitos Litigation also filed an amicus brief in the CRA Litigation, which set 
fOl1h the same constitutional arguments against AB 26 presented in the Cenitos Litigation. 
Footnote 2 of the Supreme Com1's opinion in the CRA Litigation confirmed that the Supreme 
Com1 did not consider the arguments presented in that amicus brief, thereby leaving open the 
oPPOl1unity for cities and RDAs to pursue additional litigation challenging the validity or 
enforcement of AB 26. 

Among other things, the plaintiffs in the CerTitos Litigation contend that AB 26 violates 
the following laws: (i) the prohibition under the Contracts Clause against legislative impainnent 
of existing obligations, such as vatious financing aITangements and bond agreements of RDAs; 
(ii) the constitutional requirement of a two-thirds legislative vote to adopt legislation that alters 
local agencies' pro rata shares ofproper1y tax revenues; (iii) the constitutional requirement of a 
two-thirds vote to adopt any appropriations bill ; (iv) the "single subject mle" in the California 
Constitution; and (v) the constitutional requirement for the Govemor to sign the main budget bill 
before signing AB 26. 

In the second lawsuit, the City of Carlsbad and other cities and RDAs filed a Petition for 
Writ of Mandate and a Complaint for Declaratory Relief and Injunction on Janum-y 11 , 2012 
(Carlsbad Litigation). The plaintiffs in the Carlsbad Litigation raise a single legal issue; they cite 
Section 14 of AB 26 as the basis for their contention that AB 26 call11ot become effective in light 
of the Supreme Cour1's invalidation of AB 27. Section 14 of AB 26 states that AB 26 shall take 
effect contingent upon the enactment of AB 27 and only if the text of AB 27 is added to the 
Califomia COI1U11Unity Redevelopment Law. The plaintiffs asser1 that, as a result of its 
invalidation, AB 27 must be treated as if it never existed, and thus a necessary condition 
precedent to the effectiveness of AB 26 has not been met and cannot be met in the future. 
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At least two proposed new bills have been drafted in response to the Supreme Com1's 
decision. A "clean-up" bill , known as SB 654, seeks to remove several ambiguities and gaps in 
the overall scheme of AB 26, thereby allowing a more streamlined implementation of 
AB 26. Another bill, SB 659, seeks to postpone the dissolution deadline for RDAs for at least 
two months beyond February I, 2012. The so le stated purpose of SB 659 is to delay the 
dissolution ofRDAs temporalily in order to afford an opportunity to address imp0l1ant legal , 
financial , and practical issues related to the dissolution phase that could not otherwise be 
addressed after RDAs have been dissolved. If adopted, SB 659 also could allow suffici ent time 
for RDAs to prepare for an orderly winding down of their operations, as well as for the State 
Legislature to craft potential new legislation that creates an altemative to the current 
redevelopment program and promotes job creation, urban renewal, and affordable housing in 
local jurisdictions. 

In order to take effect immediately as urgency statutes, SB 654 and SB 659 would need 
to be passed by a two-thirds supennajority of the State Legislature and signed by the Governor. 
If SB 659 or similar postponement legislation has not been approved and signed before 
February 1,20 12, then all RDAs in Califomia will be dissolved as of that date. 

DISCUSSION 

A. The Role of a Successor Agency 

1. Introduction 

Under AB 26, a successor agency is designated to administer existing enforceable 
obligations of each fonner RDA and to wind down the operations of each fom1er RDA, subject 
to the review and approval of the oversight board and cel1ain State entities, including the State 
Controller and the State Depal1ment of Finance (DOF). 

2. Scope of Enforceable Obligations 

When the Dissolution Provisions become effective (scheduled for Febmary 1, 2012), the 
definition of an "enforceable obligation" will be the same in most respects, but narrower in other 
respects, compared to the definition that applies dming the freeze period in Pat1 1.8 of AB 26. 1 

Ca l. Health & Safety Code §§ 34 167(d), 34 171 (d). The definition of an "enforceable obligation" 
will continue to include several main categOlies, as follows: (i) outstanding bonds, including debt 
service and reserve set-asides, owed by the fonner RDA; (ii) loans of moneys borrowed by the 
fonner RDA for a lawful purpose; (iii) payments required by the federal govenU11ent, preexisting 
obligations to the State or obligations imposed by State law (except for statutory and contractual 
pass-through payments), and legally enforceable payments required in connection with the 

J This Office is evaluating to what extent various existing agreements and obligat ions of the Agency, inc luding the 
debt-related agreements between the Agency and the City. and the Agency's operating agreements with Centre City 
Development Corporation (CCDC) and Southeastem Economic Development Corporation (SEDC), may be 
adversely affected when the narrower definition o f an "enforceable obligat ion" becomes applicable under the 
Dissolution Provisions. A detailed evaluation of these issues is outside the scope of this Report. 
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employees of the f01111er RDA, such as pension payments and obligations confelTed through a 
collective bargaining agreement; (iv) judgments or settlements entered by a court of competent 
jurisdiction, and binding arbitration decisions against the fonner RDA; (v) any legally binding 
and enforceable agreement or contract that is not otherwise vo id as violating the debt limit or 
public policy; (vi) contracts or agreements necessary for the administration or operation of the 
successor agency, such as leases of office space and insurance expenses; and (vii) amounts 
bon'owed from or payments owing to the Low and Moderate Income Housing Fund of the 
fonner RDA, which had been earli er defelTed. Cal. Health & Safety Code § 34 171(d)(l), 

Yet, the Dissolution Provisions will cause the definition of an "enforceable obl igation" to 
be naITowed in a couple of impOtiant ways. First, subject to limited exceptions, enforceable 
obligations will exclude all agreements, contracts, and arrangements between the fonner RDA 
and its sponsoring city2 Cal. Health & Safety Code § 34 171(d)(2) . Second, enforceable 
ob ligations will exclude agreements between the fonner RDA and other public agencies, to 
perf 01111 services or provide funding for gove111mental 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. 3 Cal. Health & Safety Code § 341 71 (d)(3). 

In addition, under a so-called "claw-back" provision, the State Controller is authOtized to 
order the unwinding of all asset transfers between the fonner RDA and its sponsoring city that 
occUlTed after January 1,2011 , except to the extent that pmiicular assets are "contractually 
committed to a third pmiy for the expenditure or encumbrance of those assets" and "to the extent 
not prohibited by state and federa llaw.,,4 Cal. Health & Safety Code § 34167.5 . 

3. Designation and Authority of the Successor Agency 

When the Dissolution Provisions become effective, "successor agencies" are designated 
as successor entities to the fonner RDAs. Cal. Health & Safety Code § 34 173(b). As of that 
effective date, the successor agencies are vested with all authority, lights, powers, duties, and 
obligations previously vested with the fonner RDAs under the Califomia Community 
Redevelopment Law. Cal. Health & Safety Code § 34 173(b), Also, as of that effective date, all 
assets, propeliies, contracts, leases, books and records, buildings, and equipment of the fonner 
RDAs are trans felTed to the control of the successor agency, for administration in accordance 
with the Dissolution Provisions, Cal. Health & Safety Code § 34 17S(b) . 

In each instance, the successor agency is presumed to be the city, county, or other entity 
that initially authorized the creation of the fOt111er RDA, unless such entity elects not to serve as 

1 The Dissolution Provisions recognize the validi ty of ceI1ain agreements between the fonner RDA and its 
counterpart city, including: (i) agreements for indebtedness obligations entered into at the time of issuance of the 
indebtedness, but no later than December 3 1, 20 10, and solely for the purpose of securing or repaying those 
indebtedness obl igations; (ii) agreements that provided loans or other startup funds for the former RDA that were 
entered into wi thin two years of the RDA's fonllatio n; and (iii) a joint exercise of powers agreement in which the 
fonner RDA is a member of the joint powers authority, Cal. Health & Safety Code ~S 34 171 (d)(2), 34 178(b). 
3 This Office is not presently aware of any existing agreements between the Agency and other public ent ities that 
would be automatica lly excluded from the scope of enforceable obligat ions under this statutory provision. 
4 To date, the State Controller has not exercised its rights under this claw-back provision with respect to the City or 
the Agency. The Supreme Court did not rule on the valid ity of the claw-back provision in the CRA Litigation) and 
several legal arguments could be advanced in opposition to any attempted enforcement of the claw-back provis ion. 
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the successor agency by adopting a reso lution to that effect and transmitting the resolution to the 
local county auditor-controller on or before January 13,2012. Cal. Health & Safety Code 
§ 34173(d)(1). If the presumed successor agency timely elects not to serve as the successor 
agency, then the successor agency becomes the first "local agency" (i.e., any city, county, or 
special district located in the same county as the fonner RDA) to provide the local county 
auditor-contro ller with a duly adopted reso lution electing to serve as the successor agency. 
Cal. Health & Safety Code § 34173(d)(2). Ifno local agency elects to serve as the successor 
agency, then a new "designated local authori ty" is automaticall y fomled to become the successor 
agency, and the Govemor must appoint tlu'ee residents of the county to serve as the goveming 
board of the designated local authority. Cal. Health & Safety Code § 34173(d)(3). 

Add itionally, the Dissolution Provisions allow for the designation of what has conU110nly 
been referred to as the "housing successor agency" with respect to the housing assets and 
functions previously performed by the fonner RDA. The city or county that initially authorized 
the creation of the fomler RDA may elect to serve as the housing successor agency. Cal. Health 
& Safety Code § 34 176(a). If such city or county does not elect to serve as the housing successor 
agency, then the housing successor agency becomes the local housing authority in the telTitorial 
j urisdiction of the fonner RDA or, in the absence of any local housing authority, the State 
Depm1ment of Housing and Community Development. Cal. Health & Safety Code § 341 76(b). 
All rights, powers, duties, and obligations of the fonner RDA related to housing functions, 
except for the unencumbered balance of the Low and Moderate Income Housing Fund, are 
transferred to the housing successor agency. Cal. Health & Safety Code §§ 34176(a)-(b), 
34 177( d), (g). The s uccessor agency must transfer the unencumbered balance of the Low and 
Moderate Income Housing Fund to the local county auditor-controller, who in tum will di stribute 
those funds as propel1y tax revenues on a pro rata basis to local taxi ng entities. Cal. Health & 
Safety Code § 341 77(d). 

As described above, the Council recentl y decided that the City will cany out the role of 
the Agency's successor agency and its housing successor agency. San Diego Resolution 
No. R-307238 (Jan. 12,20 12). Consequentl y, when the Disso lution Provisions become effective, 
the City, in its capacity as the successor agency, will assume the Agency's assets, lights, and 
obligations under the Califomia ConU11Unity Redevelopment Law, subject to some limitations 
described below. 

4. Administration of Property Tax Revenues 

When the Dissol ution Provisions become effective, the successor agency must create and 
admi nister a Redevelopment Obligation Retirement Fund (Reti rement Fund) in order to pay the 
fomler RDA's enforceable obligations, and the local county auditor-controller must create and 
administer a Redevelopment Propel1y Tax Trust Fund (County Trust Fund) for the benefit of 
local taxing entiti es and the holders of the fDlmer RDA's enforceable obligations. Cal. Health & 
Safety Code §§ 34170.5, 34 182(c)(2). Although the Disso lution Provisions aboli sh the concept 
of tax increment revenue, the county auditor-controller must deposit into the County Trust Fund 
any amounts that traditionally would have been calculated as tax increment revenue; those 
amounts are deemed to be nonnal propel1y tax revenues, allocable on a pro rata basis to local 
taxing entities (e.g., cities, counties, local school di stricts, and special di stricts) in a foul1h 
pliority position, as identified in clause (iv) of the paragraph immediately below. Cal. Health & 
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Safety Code §§ 341 72( d), 34 182( c)( I), 34 188. The county auditor-controller may charge the 
County Trust Fund for the costs of administering the Dissolution Provisions. Ca l. Health & 
Safety Code § 341 82(e). 

After deducting its administrati ve costs, the county auditor-controller must make semi
aru1llal distributions from the County Trust Fund on May 16,201 2, and June 1,20 12, and on 
each January 16 and June I thereafter, in the fo llowing order of priority: (i) the local affected 
taxing entities receive the amount of any statutory and contractual pass-tlu'ough payments that 
would have been owed if the f0l111er RDA had not been dissolved; (i i) the successor agency 
receives, fo r deposit into the Reti rement Fund, the amount of all payments owed with respect to 
enforceable obligations of the f0l111er RDA, as shown in certain payment schedules; (iii) the 
successor agency receives the administrative cost allowance set fOlih in an administrative budget 
approved by the oversight board; and (iv) local agencies and school enti ti es receive their pro rata 
share of the remaining balance, subj ect to a deduction for any pass-through payments made in 
accordance with clause (i) above. Cal. Heal th & Safety Code §§ 341 83(a), 34185, 341 88(a)(2). 

5. Actions and Decisions of the Successor Agency 

The successor agency's actions and decisions under the Dissolution Provisions can be 
divided into four general categories: (i) compliance with enforceable ob ligations; (ii) preparation 
of an administrative budget; (i ii) administration and winding down of the f0 l111er RDA's 
operations; and (iv) disposition of the f01111er RDA's fu nds and assets. 

In the first category, the successor agency must perfonn obligations required pursuant to 
any enforceable obligation. Cal. Health & Safety Code § 341 77(c). The successor agency must 
maintain reserves in the amount required by all documents governing the issuance of outstanding 
bonds to the f0 l111er RDA. Cal. Health & Safety Code § 34 1 77(b). Also, the successor agency 
must make payments toward enforceable obligations onl y to the extent that such obligations are 
included in celiain payment schedules. Cal. Health & Safety Code § 34 177(a). 

Commencing on February I, 201 2, and continuing until the first Recognized Obligation 
Payment Schedule (ROP Schedule) becomes operati ve, the successor agency must make 
payments in accordance with the Enforceable Obligation Payment Schedule (EOP Schedule) 
most recently adopted by the fonner RDA. Before adopting the EOP Schedule, however, the 
successor agency must exclude certain agreements fi'om the universe of enfo rceabl e obligations5 

The successor agency may amend the EOP Schedule at any public meeting, and the EOP 
Schedule is subject to the approval of the seven-member oversight board as soon as the board has 
sufficient members to f01111 a quorum. Cal. Health & Safety Code § 341 77(a)(1 ). 

On or before March I , 20 12, the successor agency must prepare an initial draft of the 
ROP Schedule covering the months of May and June 20 12. Cal. Health & Safety Code 
§ 34 1 77(1)(2)(A). On or before April 15, 20 12, the successor agency must prepare an initial draft 
of the ROP Schedule covering the six-month peliod fi'om July 1,2012, through December 31, 
201 2. Thereafter, a new ROP Schedule must be prepared on a forward-looking basis for each 

5 As discussed in footnote 2 and the related text in Part A.2 of th is Report, t1{e Dissolution Provisions state that, upon 
the effectiveness of the Dissolution Provisions, all agreements between the former RDA and it s sponsoring city are 
deemed inval id, subject to limited except ions. 
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six-month fisca l period. Cal. Health & Safety Code § 34177(1)(1), (3). Each ROP Schedule must 
identify one or more of the following sources of fund s that wi ll be used to pay each enforceable 
ob ligation: (i) the Low and Moderate Income Housing Fund; (ii) bond proceeds; (ii i) reserve 
balances; (iv) the administrati ve cost allowance; (v) the County Trust Fund; or (vi) other revenue 
sources, including rents, concessions, asset sale proceeds, interest eamings, and any other 
revenues derived fi·om the fonn er RDA, as approved by the oversight board. Cal. Health & 
Safety Code § 34 177(1)(1). 

To be deemed valid, each ROP Schedule must be (a) reviewed and cel1ified, as to its 
accuracy, by the local county auditor-controll er, (b) submitted to and approved by the oversight 
board, and (c) submitted to the local county auditor-contro ll er, the State Controller, and the DOF. 
Cal. Health & Safety Code § 34 177(1)(2). Those tlu·ee county and State entities have standing to 
fil e a lawsuit to prevent a violation of the Disso lution Provisions and to obtain injunctive or other 
appropriate relief. Cal. Health & Safety Code § 34 1 77(a)(2). 

With the approval of the oversight board, the successor agency is allowed to make 
payments for enforceable obligations from sources other than those li sted in the ROP Schedule. 
Cal. Health & Safety Code § 341 77(a)( 4). Until the ROP Schedule goveming the first six months 
of the 2012-13 fi scal year becomes effective, the successor agency is prohibited fi·om 
accelerating payment or mak ing any lump sum payments that are intended to prepay loans unless 
such accelerated repayments were required prior to the effectiveness of the Dissolution 
Provisions. Cal. Health & Safety Code § 34177(a)(5). 

In the second category of actions and decisions, the successor agency must prepare a 
proposed administrative budget fo r each six-month fi scal period and submit the budget to the 
oversight board for its approval. Cal. Health & Safety Code § 34 177(j). The successor agency 
also must provide to the local county auditor-controll er an estimate of administrative costs to be 
paid from the County Trust Fund for each six-month fisca l period. Cal. Health & Safety Code 
§ 341 77(k). The successor agency is allocated an "administrative cost allowance" to be paid 
from the County Trust Fund in an amount approved by the oversight board. Subject to a 
minimum amount of S2 50,000 in any fi scal year, the administrative cost allowance equals up to 
5 percent of the propel1y tax allocated to the successor agency for the 201 1-1 2 fi scal year and up 
to 3 percent of the property tax allocated to the Retirement Fund for each fisca l year thereafter. 
Cal. Health & Safety Code § 3417I(b). 

In the third category, the successor agency must expeditiously wind down the affairs of 
the fonn er RDA pursuant to the Dissolution Provisions, subject to the direction of the oversight 
board . Cal. Health & Safety Code § 341 77(h). The successor agency must enforce all lights of 

6 Thus, commencing in the 20 12- 13 fi scal year, the amount of the administrative cost allowance received by the 
successor agency wi ll depend on the cumulative amount of payments to be made toward the retirement of 
enforceable obligations during the applicable six-month period, as shown in the approved ROP Schedule. Under 
normal circumstances , the Agency would have expected to receive greater than S170 million in tax increment 
revenues during the 20 12-1 3 fi scal year. To cite a hypothetical example for illustrat ive purposes only, if the City as 
successor agency is scheduled 10 rece ive 560 million in property tax revenues from the County Trust Fund during 
the 20 12-13 fiscal year in order to pay tbe Agency's existing enforceable obligat ions pursuant to the Dissolution 
Provisions, then the City as successor agency w ill rece ive $ 1,800,000, constituting 3 percent of such property tax 
revenues, as the administrative cost allowance during the 20 12- 13 fi scal year from the County Trust Fund. 
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the f0l111er RDA for the benefit of the local taxing entities, including the collection ofloans, 
rents, and other revenues owed to the fonner RDA. Cal. Health & Safety Code § 34 1 77(f) . The 
successor agency m ust oversee the development of properties until the contracted work has been 
completed or the f0l111er RDA's contractual obligations can be transfened to other pmties. In that 
regard, the successor agency must use bond proceeds "for the purposes fo r which bonds were 
sold unless the purposes can no longer be achi eved, in which case, the proceeds may be used to 
defease the bonds." Cal. Health & Safety Code § 34177(i). 

In the fourth category, the successor agency must dispose of the fonner RDA 's fu nds and 
assets in specified ways. The successor agency must remit to the local county auditor-controller, 
for pro rata distribution to local taxing entities, the unencumbered balance of the fonner RDA 's 
funds , including the unencumbered balance of the Low and Moderate Income Housing Fund. 
Cal. Health & Safety Code § 34 177(d). The successor agency also must transfer the housing 
functions and encumbered assets to the housing successor agency. Cal. Health & Safety Code 
§ 341 77(g). Finally, the successor agency must di spose of the f0l111er RDA's assets and 
properties, as directed by the oversight board, in an expeditious manner ai med at maximizing 
value. To the extent that the oversight board detennines that the proceeds from the sales of assets 
and propelties are not needed for approved development projects or to wind down the affairs of 
the fo nner RDA, the successor agency must transfer those proceeds to the local county auditor
controller, for pro rata distributi on to local taxing entities . Cal. Health & Safety Code 
§§ 34176(a), 34 1 77(e), 34ISI(c). 

The Disso lution Provisions set f01th a mechanism for a city to retain any properties or 
other assets of the fo rmer RDA for future redevelopment activities, so long as the city provides 
all of the funding for those activities and the city enters into a compensation agreement with the 
other local tax ing entit ies to make payments to them in prop01tion to their relative shares of the 
base propelty tax fo r the value of the assets retai ned by the city. Cal. Health & Safety Code 
§ 34IS0(f)(I). If the affected pmties cannot agree on the valuation of the retained assets, then the 
local county assessor will detennine the value based on the fair market value of the assets as of 
the 20 11 propelty tax lien date. Cal. Health & Safety Code § 341S0(f)(2). 

6. Liability of the Successor Agency 

The Dissolution Provisions state: "The liability of any successor agency, acting pursuant 
to the powers granted under [Pmt I. S5 of AB 26], shall be limited to the extent of the total sum 
ofpropelty tax revenues it recei ves pursuant to [Pmt I .S5] and the value of the assets transfelTed 
to it as a successor agency fo r a dissolved [RDA]." Cal. Health & Safety Code § 34 173(e). This 
limi ted liability provision has been commonl y interpreted as shielding a ci ty's general fund from 
additional lisk or exposure if the city cmTies out its role as the f0l111er RDA 's successor agency. 
Given that the limited li abili ty provision has not been interpreted by any COUltS, however, it is 
unceltain whether the provision wi ll fu ll y protect a city's general fu nd in all possib le situations. 

Nonetheless, an explanation of the legislative intent of the limi ted li abi li ty provision 
recently offered by the author of AB 26, Bob Blumenfi eld, could be expected to calTY significant 
weight in any future interpretation of such provision by the COUltS. More specifically, 



REPORT TO THE HONORABLE 
MAYOR AND CITY 
COUNCILMEMBERS 

-10- January 19, 20 12 

Mr. Blumenfield sent a letter dated January 10, 2012, to the Chief Clerk of the Califomia State 
Assembly, in which Mr. Blumenfield apparently sought to alleviate celiain concerns that had 
been expressed by the City of Los Angeles and other municipalities in deciding whether to serve 
as the fonner RDA's successor agency. Mr. Blumenfield stated: ''Nothing in [AB 26] implies 
that cities or counties are anything but distinct legal entities from successor agencies, and 
therefore the liabilities of the fonner [RDAs] and the successor agencies do not become the 
liabilities of the cOlTesponding cities or counties." Mr. Blumenfield also concluded: "The intent 
of[AB 26] is clear: the assets and liabilities of successor agencies are separate and distinct from 
those of the cities and counties themselves." 

B. Governance Structure of the City as the Successor Agency 

AB 26 is si lent on the exact govemance structure of a successor agency. In other words, 
AB 26 does not contain any provisions that purport to modify the CUlTent govel11ance structure of 
the City, acting in its capacity as the successor agency to the Agency under AB 26. Thus, the 
CUlTent govel11ance structure of the City will remain the govel11ance structure of the City in its 
capacity as the successor agency to the Agency under AB 26. 

San Diego is a charter city. As such, the San Diego Charter (Chmier) creates and fonns 
our municipal government, "distribut[ing] the powers and duties of the various departments, 
boards and officers, and provid[ing] the manner in which the ... powers shall be exercised." 
2A McQuillin Mun. Corp. § 9:3 (3rd ed. 2011). When a chm1er creates a public office or body, 
the chmiel' is the source of the body's or officer's authority and responsibilities. For example, the 
Chmier creates and establi shes the City Counci l and the Mayor, among other Chm1er officers 
and bodies. The City Council and the Mayor have designated responsibilities and authOlity given 
to them by the Chmier. However, unless expressly pennitted by the Charter, one Chmier officer 
or body may not limit or impede the perf0l111ance of another. See City Att'y MOL-2006-2 
(Jan. 23 , 2006) (Mayor may not interfere with Cha11er duties of Auditor and Comptroller) . 

1. The City Council is the Legislative Body of the City 

All legislative powers of the City, including the power to set policy, are vested in the City 
Council, subject to the tenns of the Chalier and the Constitution of the State of Califomia, except 
such legislative powers as are reserved to the people by the Chalier and the State Constitution. 
San Diego Chmier §§ 11 , 270(a). The Chmier specificall y prohibits Councilmembers from 
delegating their legislative power or responsibility in adopting any ordinance or resolution which 
rai ses or spend public monies, including, but not limited to, the Ci ty's annual budget ordinance 
or any pmi thereof, the annual ordinance setting compensation for City employees, or any 
ordinance or resolution setting public policy. San Diego Chmier § 11.1. However, Chmier 
section 11.1 does not preclude the City Council from delegating authority, other than its 
legislative power, to another public offi cial. "The essentials of the legislative function are the 
detennination and fOl1nulation of the legislative policy. Generally speaking, attainment of the 
ends, including how and by what means they are to be achieved, may constitutionally be left in 
the hands of others." Kugler v. Yokum , 69 Cal. 2d 371, 376 (1968). Thus, a legislative body may 
declare a policy and fix a primary standard for proper implementation of the policy, then 
delegate the actual implementation of the policy to a public officer. For example, the City 
Council delegates authority to the Mayor to spend City money on contracts in accordance with 
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guidelines it estab lishes by ordinance. See Memorandum dated July 30, 20 I 0, addressed to the 
Mayor and City Counci lmember, titled "Delegation of Decision-Making in Proposed Revenue 
and Reform Ballot Measure." 

FUl1her, the City Council has the right to detennine its own rules and order of business as 
provided for in Charter section 14, including a process for the selection of a presiding officer 
who shall have responsibility for chairing meetings of the Council and managing the docket 
process. The City Council 's rules and order of business are set out in the Pennanent Rules of the 
Counci l, Chapter 2, Aliicle 2, Division 1, section 22.0 101 of the San Diego Municipal Code. 

2. The Mayor is Responsible for the Administration of the Affairs of the City 

Similarly, the Chalier lays out the responsibilities of the Mayor. Pursuant to Aliicle XV 
of the Chmi er, all executive authority, power, and responsibility confelTed upon the City 
Manager in Aliicle V (Executive and Administrati ve Service), Aliicle VII (Finance), and Aliicle 
IX (The Retirement of Employees) shall be transfelTed to, assumed by, and calTied out by the 
Mayor. San Diego Chmier § 260. One of the responsibilities of the City Manager li sted in Aliicle 
V is the duty to supervise the administration of the affairs of the City, except as otherwise 
specifically provided in the Chmier. San Diego Chmier § 28. Another responsibil ity of the City 
Manager listed in Aliicle V is the responsi bility for plmming the activities of the City 
govemment and for adjusting such activities to the finances availab le, including the preparation 
of a complete financial plan for the ensuing year and the responsibility for the admi nistration of 
such a plan when adopted by the Council.ld. Aliicle V also confers upon the City Manager the 
responsibility for assembling estimates covering the financial needs of the City, verifying these 
estimates against the infonnation relative to past expenditures and income, prepming the budget 
document and supporting schedules, and presenting the budget to the Council. ld. 

In addi tion to exercising the authority, power, and responsibilities confelTed upon the 
City Manager as desclibed in Chmier section 260, the Mayor has add itional rights, powers, and 
duties outlined in Chmier section 265 . A few of those add itional rights, powers, and duties 
include the duty to recommend to the Counci l such measures and ord inances as he or she may 
deem necessary or expedient, to make such other reconmlendations to the Council concellling 
the affairs of the City as the Mayor finds desirable, and to attend and be heard at any regular or 
special open session meeting of the Counci l, but not the right to vote at such meetings. San 
Diego Chmier § 265(b)(3)-(4). Also, the Mayor and all non-managelial offi cers of the City have 
the duty to infollll the Counci l of all material facts or significant developments relating to all 
matters under the jurisd iction of the Council as provided under the Chmier, except as may be 
otherwise controlled by the laws and regulations of the United States or the State of Cal ifornia . 
The Mayor and all non-managerial officers shall also cOlllply promptly with all lawfu l requests 
for infollllation made by the Council. San Diego Chmier § 32. 1. See also City Atty. LO-2007- 1. 

3. The Charter wiII Guide the Governance of the City as the Successor Agency 

As discussed in Pmi A.5 above, one obligation of the City as the successor agency is to 
prepare the ROP Schedule for each six-month fi scal period. City staff, under the supervision of 
the Mayor, has been working to prepare the ROP Schedules that will appl y during the calendar 
year 2012. It is anticipated that each ROP Schedule will be placed on the Counci l agenda for 
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consideration by the City Council. Only after the City Council has considered and approved the 
pertinent ROP Schedule will such ROP Schedule be forwarded to the oversight board. 

As also di scussed in Part A.S above, another obligation of the City as the successor 
agency is to prepare a proposed administrative budget for each six-month fi scal peliod and to 
submit the budget to the oversight board for its approval. Consistent with Charter sections 260 
and 28, it is anticipated that City staff, under the supervision of the Mayor, will prepare each 
proposed administrative budget. Again, each proposed administrative budget will be placed on 
the Counci l agenda fo r its consideration. The City Council may approve, or approve with 
modifications, each administrative budget before it is submitted to the oversight board. 

Each successor agency is tasked with continuing to oversee the development of properti es 
until the contracted work has been completed or the contractual ob ligations of the f0l111er RDA 
can be transferTed to other parties. It is anticipated that existing agreements, such as Disposition 
and Development Agreements (DDAs) and Owner Participation Agreements (OPAs) between 
the Agency, the City, and the developer, for some redevelopment projects wi ll need to be 
amended to accommodate a change in the scope of development or a change in the financial 
structure, or for other purposes. 

In approving several of these projects, the Counci l authorized the Mayor, as the 
Executive Director of the Agency, to execute the agreement, to carry out and implement the 
purposes set forth in the Resolution according to its tenns, and to administer the Agency's 
obligations, respo nsibilities, and duties to be perfor111ed under the Resolution and the agreement. 
It is anticipated that the Mayor and his staff would continue to administer the City's obligat ions, 
as the successor agency, under these agreements. However, the Council may, if it chooses, 
modify or rescind thi s authori zation. If the pertinent Resolution or agreement requires a proposed 
amendment to be approved by the Agency's goveming board in a given situation, then the 
proposed amendment will be presented for approval by the City Council , acting in its capacity as 
the goveming board of the successor agency. Any such amendment also would be subject to the 
review and approval of the oversight board and the DOF, as explained in Part C below. 

Finally, the City, as the successor agency, must expeditiously wind down the affairs of 
the Agency, subject to the direction of the oversight board. It is cUlTently unknown exactly what 
steps will need to be taken to wi nd down the affairs of the Agency, and those steps may be 
dictated in large part by the oversight board and the DOF, as discussed in detail in Part C.2 
below. Yet, nothing in AB 26 cUlTently precludes a successor agency from establishing policies 
or protocols to wind down the fonner RDA' s affairs. Thus, the City Council could establish a set 
of policies, or the City Council and the Mayor could work together to devise a set of policies, to 
be implemented by the Mayor in winding down the Agency's affairs. 

C. The R ole of an Oversight Board 

1. Appointment of the Oversight Board 's Members 

The Dissolution Provisions require the fonnation of an oversight board, composed of 
seven members, to oversee the actions and decisions of the successor agency. The members of 
the oversight board must elect a chairperson and report the name of the chairperson and other 
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members to the DOF on or before May 1, 20 12. Cal. Health & Safety Code § 34179(a). The 
Governor may appoint individuals to fill any member position on the oversight board that has not 
been filled by May 15, 2012, or any member position that remains vacant for more than sixty 
days. Cal. Health & Safety Code §§ 34 17 1 (t), 34 179(b). 

The seven members of the oversight board are selected as follows: (i) the county board of 
supervisors appoints two members, at least one of whom must be a member of the public; (i i) the 
mayor for the city that created the fonner RDA appoints two members/ one of whom wi ll 
represent the fonner RDA's employees, selected £i·om the recognized employee organization 
representing the largest number of the fornler RDA 's employees employed by the successor 
agency at the time of appointment;8 (iii) the largest special district, by property tax share, with 

7 At the Council meeting on January 10,20 12, during which the Council decided to have the City serve as the 
Agency's successor agency, Council President Tony Young asked whether the Mayor could use his fi rst 
appointment to select one of the Councilmembers to serve on the oversight board. Our office responded at that time 
that a Councilmember 's acceptance ofa membership on the oversight board, simultaneously with his or her 
participation as a member of the successor agency's goveming board, is probably not pmdent in light of a legal 
doctrine known as the incompatibility of public offices. Under this doctrine, the simultaneous holding of two public 
offices creates an incompatible situat ion, in the absence of statutes suggest ing a contrary result, if there is a 
possibility of any significant clash of duties or loyalt ies between the two offices, if the dual holding of offices would 
be improper for reasons of public policy, or if either offi cer may exercise supervisorial, audit, or removal rights over 
the other officer. People ex reI. Chaplllan \". Rapse)', 16 Cal. 2d 636, 640-44 (1940); Cal. Gov' t Code § 1099(a). lf 
the two offices are incompatible, "the mere acceptance of the second incompatible office per se temlinates the firs t 
office as effectively as a res ignation." Rapse)" 16 Cal. 2d at 644; see also Cal. Gov·t Code § I099(b). We note tha t 
the Dissolution Provis ions state: "Notwithstanding Section 1099 of the Government Code [i.e., the sta tute codifying 
the incompatibility of public offices doctrine] , or any other law, any individual may simultaneously be appointed to 
up to five oversight boards and may hold an office in a city ... ."' Cal. Health & Safety Code § 34 179(i). This 
statutory provision may be viewed as evidence of legislative intent to bar the application of the incompatibility of 
public offices doctrine to an individual's dual sen/ice as both a member of the successor agency's governing board 
and a member of the oversight board. 
Yet, we strongly recommend that the Mayor refra in from appoint ing either himsel f or any Councilmember to serve 
on the oversight board, for at least two reasons. First, if the above-described statutory provision is deemed to be 
illegal or inappl icable for any reason, then a draconian outcome will occur in which the appointed Mayor or 
Counci lmember has au tomatically forfe ited his or her initial public office due to the clear incompatibil ity of the two 
public offices. Second, for practical purposes, a significant clash of duties and loyalties will undoubtedly arise as a 
result of the dual roles served 0 11 behalf of the City and the oversight board. As discussed below, as ide from its role 
in overseeing the decis ions of the successor agency, the oversight board wi ll owe a fiduciary duty to the holders of 
enforceable obligations and the local taxing entities benefitting from distributions of property taxes and liquidation 
proceeds that otherwise would be received or reta ined by the former RDA. Cal. Health & Safety Code S 34179(i) . 
t; In this instance, the Agency has no CUITent employees, but has traditionally contracted for redevelopment-related 
services to be provided by three separate entities, including the City'S Redevelopment Departmem, CeDC, and 
SEDC. As such, it is unclear to what exteill the Mayor can appoint the second member position on the oversight 
board, who is described in AB 26 as an employee or representat ive of the union representing the largest number of 
the fonner RDA 's employees who are then employed by the successor agency. At the Council meet ing on January 
10, 20 12, Councilmember Carl DeMaio asked tlus Office to evaluate whether the Agency or the City could take any 
prompt act ion to presen'e the second member position to be appointed by the Mayor. 
\Ve believe there is no clear, easy solution to this issue, absent a legislative clarification of AB 26 . The Agency is 
not pernufted to hire any employees at this time because Part 1.8 of AB 26 expressly prevents any increases in the 
number of sta ff employed by the Agency beyond the number employed as of January I, 20 11 , and also prolubits any 
increases in the pay, benefits, or contributions for any employee or service provider that had not been previously 
contracted. Cal. Health & Safety Code § 34 165(c), (e). For the same reason, it is doubtful whether the City could 
designate current non-union employees of the City ' s Redevelopment Department , whose salaries and benefits are 
paid by redevelopment funds , to become union employees with potent ially greater benefits. 
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territory in the fonner RDA's telTitorial jurisdiction, appoints one member;9 (iv) the county 
superintendent of education appoints one member to represent schools, unless the county 
supelintendent is appointed, in which case the appointment is made by the county board of 
education; and (v) the Chancellor of the Cal ifomia Community Colleges appoints one member to 
represent conm1Unity college di stlicts in the county. Cal. Health & Safety Code § 34 179(a). 

Additional guidance regarding the Mayor's two appointments to the oversight board may 
be instructive. Where State law creates a conunission, agency, or similar entity and presclibes a 
celtain process for appointing members to the entity's goveming body, then State law will 
control over any confl icting Chatier provision setting fOlth the procedure for appointment of City 
representatives . Where State law is silent on the appoi11ting authority, no confl ict exists between 
State law and the Chatier. See City Att'y Repolt RC-2009-33 (Dec. 2 1,2009); City Att'y Repoli 
RC-2006-9 (Feb. 28,2006). Consistent with these established legal principles, the Chatter states 
that the Mayor has "[sJole authority to appoint City representatives to boards, commissions, 
committees and govenm1ental agencies, unless contro lling law vests the power of appointment 
with the City Councilor a City Official other than the Mayor. " San Diego Chatter § 265(b)(12). 
In this instance, the Dissolution Provisions merely indicate that the Mayor has the authority to 
appoint two members of the oversight board, without imposing any restrict ion on such authority. 
As such, the Mayor's two appointments to the oversight board are not subject to confinnation by 
the City Council. Yet, nothing in the Dissolution Provisions expressly precludes the Mayor from 
voluntarily shating his appointment authority with other officials, from soliciting nominees from 
the Councilmembers, or from agreeing that the Mayoral appointments will be subject to 
confirmation by the City Council. 

An oversight board for a paliicular successor agency will cease to exist once all of the 
fonner RDA's indebtedness has been repaid. Cal. Health & Safety Code § 34 179(m). 
Commencing on and after July 1, 20 16, if multiple oversight boards still exist within a single 
county, a new, consolidated oversight board will be created to oversee the actions and decisions 
of all successor agencies wi thin the county, and the members of the consolidated oversight board 
will be appo inted in a maimer similar to the appointment process desclibed above. Cal. Health & 
Safety Code § 34 1 79(j) . 

Each oversight board "shall have fiduciary responsibilities to holders of enforceable 
obligations and the taxing entities that benefi t from distributions of property tax and other 
revenues .... " Cal. Health & Safety Code § 34 1 79(i). Yet, all members of an oversight board 

Absent a legislative clarification of AB 26, we recommend that the Mayor appoint the second member position from 
among the current union employees of the City'S Redevelopment Department or perhaps an offi cer or employee of 
the union representing those employees. This approach could be deemed reasonably consistent with the current 
legislative intent of AB 26, and also could avoid a situat ion in which the Mayor must effectively forfeit his second 
appointment and instead allow the Governor to fill that vacancy. \Ve understand that approximately nine employees 
of the City'S Redeve lopment Department are current members of the San Diego l\.1unicipal Employees Association. 
Altematively, the .Mayor could appoint the second member position from among the cun·ent non-union employees 
of the City'S Redeve lopment Department, although that altemative approach may be deemed less consistent with the 
language o f AB 26. 
9 The identity of the largest special district, by property tax share, is undetermined at this point. Presumably the San 
Diego County Tax Assessor's Office w ill need to confiml the identity. By way of example, the l os Angeles County 
Flood Control District has been confirmed as the largest special district with respect to the City of l os Angeles, 
according to a staff report recent ly prepared by redeve lopment staff in l os .A.ngeles. 
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are granted personal immunity for actions taken within the scope of their responsibilities as 
members. Cal. Health & Safety Code § 341 79( d) . Each member of an oversight board serves at 
the pleasure of the entity that appointed such member. Cal. Health & Safety Code § 34 179(g). 
The members must serve on the oversight board without compensation or reimbursement for 
expenses. Cal. Health & Safety Code § 34 179(c). 

2. Duties and Decisions of the Oversight Board 

The oversight board must direct the successor agency to take fi ve types of actions: 

• The oversight board must direct the successor agency to di spose of all assets and 
propeliies of the fonner RDA that were funded by tax increment revenues of the 
former RDA, in an expeditious maImer aimed at maximizing value. Altemati vely, 
the oversight board may direct the successor agency to transfer ownership of 
celiain assets that were constmcted and used for a govel11mental purpose, such as 
roads, school buildings, parks, and fire stations, to the appropriate public 
jUlisdiction pursuant to any related existing agreements. Cal. Health & Safety 
Code § 341 81(a). 

• The oversight board must direct the successor agency to tenninate and cease 
perfonnance under all ex isting agreements that do not qualify as enforceable 
obligations. Cal. Health & Safety Code § 34181 (b) . 

• The oversight board must direct the successor agency to transfer the fom1 er 
RDA's housing assets, rights, and obli gations to the housing successor agency. 
Cal. Health & Safety Code § § 34177( d) , (g), 34 181 (c) . 

• The oversight board must direct the successor agency to "[t]enninate any 
agreement, between [the fonner RDA] and any public entity located in the same 
county, obligating [the fonner RDA] to provide funding for any debt service 
obligations of the public entity or for the constmction, or operation of facilities 
owned or operated by such public entity, in any instance where the oversight 
board has fou nd that earl y tennination would be in the best interests of the taxing 
entiti es ." Cal. Health & Safety Code § 34181(d). 

• The oversight board must direct the successor agency to "[ d]etennine whether any 
contracts, agreements, or other atTangements between [the fonner RDA] and any 
private patiies should be tel111inated or renegotiated to reduce liabilities and 
increase net revenues to the taxing entities, and present proposed tem1ination and 
amendment agreements to the oversight board for its approval. The board may 
approve any amendments to or early tennination of such agreements where it 
finds that amendments or early tennination would be in the best interests of the 
taxing entities."lo Cal. Health & Safety Code § 34 181(d). 

10 Similar language is included in the definition of an "enforceable obligation" that becomes applicable upon the 
effect iveness of the Dissolut ion Provisions. For instance, although judgments, settlements, and binding arbitration 
decis ions are genera ll y regarded as enforceable obligations, both the successor agency and the oversight board have 
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In addition, the oversight board must approve several specified types of actions by the 
successor agency before those actions become effective. Those actions include: (i) the creation of 
new repayment tenl1S for outstanding loans if the repayment tem1S have not been specified prior 
to the effectiveness of the Dissolution Provisions; (ii) the refunding of outstanding bonds or other 
debt of the fonner RDA in order to ach ieve savings or finance increases in debt service, so long 
as additional debt is not created and debt service is not accelerated; (ii i) the establi shment of 
reserve amounts as required by any legal documents goveming the issuance of outstanding bonds 
owed by the fonner RDA; (iv) the merger of redevelopment project areas; and (v) the continued 
acceptance of federal or state grants, or other f01111S of assistance /i'om either public or private 
sources, where the financial assistance is conditioned upon the provision of matching fu nds, in 
an amount greater than 5 percent. Cal. Health & Safety Code § 341 80(a)-(e) . 

3. Final Review by the State Department of Finance 

The DOF may review any action taken by the oversight board pursuant to the Dissolution 
Provisions. Consequently, all actions of the oversight board shall not be effective for three 
business days, pending the DOF 's request for review. If the DOF timely requests a review of any 
action, then the action will not become effecti ve unti l the DOF approves the action, and the DOF 
will have ten days from the date of its request to approve the action or return it to the oversight 
board for reconsideration. If the DOF returns the action for reconsideration, then the oversight 
board must resubmit the modified action for the DOF' s approval, and the modified action shall 
not become effecti ve until it is approved by the DOF. Cal. Health & Safety Code § 34179(h). 

4. Procedures Governing the Oversight Board 's Meetings 

"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." Cal. Health & Safety Code § 34 179(e) . The 
oversight board may direct the successor agency's staff to perfonn work in furtherance of the 
oversight board 's duties under the Dissolution Provisions. The successor agency must pay for all 
costs of meetings held by the oversight board , but such costs may be included in the successor 
agency's administrati ve budget. Cal. Health & Safety Code § 341 79(c) . The oversight board is 
deemed to be a local entity that must comply with the Ralph M. Brown Act, the Califomia Public 
Records Act, and the Political Reform Act of 1974. Cal. Health & Safety Code § 34 1 79(e). In 
addition to any noticing requirements generall y applicable to proposed actions of the oversight 
board, all notices must be posted on the internet website of the successor agency or the oversight 
board. Cal. Health & Safety Code § 34 179(1). 

the authority and standing to appeal any judgment or to set aside any sett lement or arbitration decision that 
otherwise would qualify as an enforceable obligation. Cal. Health & Safety Code ~ 34 17 1 (d)( 1 )(D). Moreover, 
"nothing in [AB 26] shall prohibit either the successor agency, with the approval or at the direction of the oversight 
board, or the oversight board itself from terminating any existing agreements or contracts [of the fo rmer RDA] and 
providing any necessary and required compensation or remediation for such tenninatioll." Cal. Health & Safety 
Code * 34 17 1 (d)(1 )(D). 
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CONCLUSION 

January 19, 2012 

Under AB 26, a successor agency is designated to administer existing enforceable 
obligations of each fonner RDA and to wind down the operations of each fonner RDA, subject 
to the review and approval of the oversight board and certain State entities. The oversight board 
must direct the fornler RDA to perfonn various actions in winding down the fornler RDA's 
operations. Subject to the DOF's review and approval, the oversight board also must approve 
several specified types of actions by the successor agency before those actions become effective. 

The current governance structure of the City will remain the govemance structure of the 
City in its capacity as the successor agency to the Agency under AB 26. The Chmier directs the 
governance structure of the City, both in its general capacity as a municipal corporation and in its 
capacity as the Agency's successor agency under AB 26. 
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