
REPORT TO CITY COUNCIL AND REDEVELOPMENT AGENCY 

 

 

DATE: AUGUST 10, 2011 

 

TO:  HONORABLE MAYOR AND MEMBERS OF THE CITY COUNCIL  

  AND REDEVELOPMENT AGENCY 

 

FROM: GREG RAMIREZ, CITY MANAGER/EXECUTIVE DIRECTOR 

  CRAIG STEELE, CITY/AGENCY ATTORNEY 

  CHRISTY PINUELAS, FINANCE DIRECTOR 

  NATHAN HAMBURGER, ASSISTANT CITY MANAGER 

 

SUBJECT: DISCUSSION OF WHETHER THE CITY/AGENCY SHOULD 

PARTICIPATE IN THE “ALTERNATIVE VOLUNTARY 

REDEVELOPMENT PROGRAM,” MAKE THE REQUIRED PAYMENTS 

TO THE STATE OF CALIFORNIA AND CONTINUE 

REDEVELOPMENT ACTIVITIES UNDER AB X1 27  

 

 
The objective of this item before you tonight is to determine whether or not the City of Agoura 
Hills will opt into the Alternative Voluntary Redevelopment Program so that the Agoura Hills 
Redevelopment Agency will continue to operate and perform redevelopment activities of benefit 
to the Project Area.   
 
The City of Agoura Hills and the Agoura Hills Redevelopment Agency have carried out an active 
and successful redevelopment program since the creation of the Agency in 1988.  However, the 
continuing ability of the Agency to eliminate blight and create economic development 
opportunities has been threatened by the Legislature’s adoption of the recent budget package 
which, in part, solves State budget problems by taking revenue from redevelopment agencies.  
AB X1 26, which was signed by the Governor of California on June, 29, 2011, immediately 
suspends most redevelopment agency activities and, among other things, prohibits 
redevelopment agencies from incurring indebtedness or entering into or modifying contracts.  
Then, on October 1, 2011, AB X1 26 dissolves all existing redevelopment agencies and 
redevelopment agency components of community development agencies, and designates 
successor agencies as successor entities to the former redevelopment agencies, imposes 
numerous requirements on the successor agencies, and subjects successor agency actions to the 
review of oversight boards established under the new law.   
 
AB X1 27 was signed by the Governor concurrently with AB X1 26.  This companion law 
establishes an Alternative Voluntary Redevelopment Program whereby a redevelopment agency 
will, notwithstanding AB X1 26, be authorized to continue to exist and carry out the provisions 
of the Redevelopment Law.  To “opt into” this “voluntary” alternative, the City must adopt an 
ordinance signifying the City’s compliance with the onerous exactions imposed by the 
Legislature.  To restore the ability to continue redevelopment activities, the City must make 
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specified annual payments to the County Auditor-Controller on a schedule, who then will 
allocate the payments to special districts and educational entities.  The amount to be paid in fiscal 
year 2011-12 is the Agency’s proportionate share of $1.7 billion, as determined by the State of 
California Department of Finance pursuant to a formula specified in the statute.  The Department 
of Finance has notified the City that its fiscal year 2011-12 remittance amount is $1,176,985.   
The City staff has previously been authorized to file an appeal of this amount with the 
Department of Finance, which appeal must be filed by August 15, 2011.  For fiscal year 2012-13 
and thereafter, the City is required to calculate its own payment amount, subject to audit by the 
Department of Finance.  This payment obligation is an ongoing obligation of the City in 
subsequent years and could extend for as long as the Agency receives tax increment.  
Commencing in 2012-13, the payments will be based on the Agency’s proportionate share of 
$400 million (with adjustments based on growth/decline of tax increment revenues, and with 
additional payments triggered if the Agency incurs new debt).  
 
Thus, the Legislature has created a system where the City is liable for making continuing annual 
payments out of City funds in order for the Redevelopment Agency to be able to continue its 
activities. AB X1 27 provides that the City and Agency may enter into an agreement whereby the 
Agency will transfer a portion of its tax increment to the City in an amount not to exceed the 
annual remittance required that year.   Any tax increment funds transferred from the Agency to 
the City are required to be spent only “for the purpose of financing activities within the 
redevelopment area that are related to accomplishing the redevelopment agency project goals.”  
 

If the City Council determines that it will not opt into the AB X1 27 “voluntary” program, the 
activities of the Agency will continue to be severely curtailed.  Ultimately, the Agency will be 
dissolved as of October 1, 2011 and a number of “wind-up” activities must be undertaken by a 
successor entity.  No further redevelopment activities would be accomplished in 2011 and the 
assets of the Agency would be disposed of.  The State Controller would have the authority to 
review, and potentially unwind, asset transfer transactions between the City and the Agency 
which occurred after January 1, 2011.  In addition, AB X1 26 provides that, except in very 
limited circumstances, the Agency could not repay amounts currently owed to the City.  The 
“wind-up” activities of the Agency would be subject to the supervision of a new “Oversight 
Board” with the authority to give direction to City and Agency staff, and to usurp the existing 
authority of the City Council and Agency Board. 
 
A more detailed description of AB X1 26 and AB X1 27 is attached to this report. 
 

ANALYSIS   At a threshold level, the City Council must determine whether to take the steps 
necessary to continue the activities of the Redevelopment Agency or allow the Agency to be 
dissolved. 
 
This determination requires answers to the following questions: 
 

1. Do the benefits of keeping the Agency in operation outweigh the costs and risks to the 
City of opting into the program? 
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a. The benefits of keeping the Agency in operation include, but are not limited to: 
i. Funding for capital projects within the Project Area (i.e.: Kanan 

Interchange, Reyes Adobe Interchange, Canwood/Kanan Turn Pocket); 
ii. Economic development opportunities within the Project Area and, 

specifically, the Agoura Village Specific Plan; 
iii. Opportunity to provide quality workforce housing within the 

community; 
iv. Home Rehabilitation Program Funding; 
v. Tools such as property acquisition and leasing capabilities; 

vi. Retain Eminent Domain Powers; 
vii. Elimination of Blight. 

viii. Ability to retain Housing bond proceeds and develop affordable 
housing. 

ix. Repayment of City Loan to the extent that there are surplus tax 
increment revenues. 
 

b. The cost to the City of making the payments are: 
i. For FY 2011-2012: $1,176,985 

 
ii. For FY 2012-2013 ESTIMATED (with annual payments continuing 

thereafter): $278,830 
 

c. Risks to the City if it chooses to “opt into” the “voluntary” program.  Those risks 
include, but are not limited to: 
 

i. The risk that the City will not have sufficient available funds in subsequent 
years to continue making the required payments.  If the City stops making 
the payments in future years, all of the sanctions associated with AB X1 
26, including dissolution of the Agency, will be imposed at that time. 
 

ii. The risk that at some future time, the net benefits of making the payments 
will not exceed the actual cost of making those payments. 

 
iii. The risk that the Legislature makes changes to the program, or requires 

additional payments, in future years.  For example, if the total amount paid 
by agencies in 2011-12 does not equal the $1.7 billion anticipated by the 
State budget, this could trigger the need for additional exactions. 

 
iv. The risk that the City will be unable to recover its payments to the State if 

AB X1 26 and AB X1 27 are ultimately invalidated by the courts.   
 

2. If the City Council determines that the potential benefits outweigh the costs, will the City 
have the resources to make the annual payments required under AB X1 27? 
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AB X1 27 provides that the obligation to make annual remittances is a City 
obligation. AB X1 27 provides that the Agency and City can enter into a transfer 
agreement whereby the Agency can transfer tax increment revenues to the City in 
the amount of the annual remittances.  However, AB X1 27 also provides that 
such payments are “for the purpose of financing activities within the 
redevelopment area that are related to accomplishing the redevelopment agency 
project goals.” 
 
While the complete financial picture has not been forecast, it appears that our 
RDA would be running a deficit balance by fiscal year 2013-14.  After payments 
for bonds and set-aside obligations, staff projects that the RDA will not have 
sufficient excess surplus tax increment revenues for transfer to the City each year 
in the amount of the City’s AB X1 27 payment obligation.  AB X1 27 provides 
that for fiscal year 2011-12 only, an agency can transfer to a city the amount the 
agency would otherwise be required to deposit in the Low and Moderate Income 
Housing Fund. However, the Agency’s Bond Counsel must review the Agency’s 
2008 Housing Set-Aside Tax Allocation Bonds to determine if this is an option. 
 

The answers to the foregoing questions will help the City Council determine whether or not to 
“opt into” the “voluntary” redevelopment  program established by AB X1 27.  If the City Council 
determines that the City will “opt into” the program, the City Council must adopt a Continuation 
Ordinance by the applicable deadline set forth in AB X1 27 (i.e., by October 1, 2011), unless the 
Council adopts a nonbinding resolution of intention by October 1, 2011, in which case the 
Council would have until November 1, 2011 to adopt the ordinance).  In addition, the City 
Council must direct staff to propose the City budget adjustments necessary to facilitate the 
required payments and prepare a transfer agreement between the Agency and City.  
 
In addition, the City and Agency, in the meantime, must take certain steps to comply with the 
requirements of AB X1 26.  This is because the deadlines for certain steps required by AB X1 26 
occur prior to the deadline for adopting a Continuation Ordinance. For example, AB X1 26 
requires the Agency to adopt a Statement of Enforceable Obligations by August 28, 2011 if the 
Council has not adopted a Continuation Ordinance by that date. The Statement will govern 
payments to be made by the Agency on its enforceable obligations (except bonds) until such time 
as the City Council timely adopts a Continuation Ordinance or the Agency is dissolved.  
 
Likewise, if  the City Council determines not to participate in AB X1 27’s voluntary  program,   
staff will prepare the actions necessary to comply with AB X1 26 and bring those items before 
the Agency Board and City Council as necessary. 
 

FISCAL IMPACT   The City has recently hired HdL Companies to prepare a fiscal analysis of 
the two options presented.  HdL will have their analysis to us by the first of the week.  A limited 
analysis has been conducted on a staff level.  This analysis shows the following impacts 
regarding each option: 
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Participate in Alternative Voluntary Redevelopment Program - Under Option 1, the City 
would pay approximately $1.18 million to the State in fiscal year 2011-12 to participate in the 
Alternative Voluntary Redevelopment Program, with lower payments required in subsequent 
years.   
 

Do not participate in Alternative Voluntary Redevelopment Program – Staff prepared an 
alternative budget for 2011-12 and a forecast through 2013-14 using the assumption that the City 
became the successor agency and the RDA was dissolved on October 1, 2011.  While this places 
a burden on the General Fund for the first year, in outgoing years the forecast shows that we can 
operate with a balanced budget.  
 

OPTIONS   
 

1.    Determine that the City and Agency will participate in the Alternative Voluntary          
   Redevelopment Program. 

 
2.    Determine that the City and Agency will not participate in the Alternative Voluntary  

   Redevelopment Program.      
 

RECOMMENDATION   Staff recommends that the City Council consider the foregoing facts 
and analysis and direct staff to return to the August 24, 2011 meeting with either of the following 
directions:   
 

1. Participate in the Alternative Voluntary Redevelopment Program which 
includes the following steps: 

a.  Preparation of the Continuation Ordinance; 
b.  Identification of funding resources;  
c.    Budget transfers; 
d.    Preparation of a transfer agreement between the Agency and City; 
e.   Preparation of the Enforceable Obligation Payment Schedule (and an 
Agency resolution adopting the schedule), which the Agency must adopt 
by August 28, 2011; and  
f.    Preparation of a City Council resolution making an election regarding 
the designation of a successor agency in the event the Agency is dissolved, 
since the Council will not have adopted a Continuance Ordinance by the 
September 1, 2011 deadline for notifying the County Auditor-Controller of 
the City’s election.  

2. Do not participate in the Alternative Voluntary Redevelopment Program, 
which includes steps e. and f. from above, as well as additional future steps 
required by AB X1 26. 

 
Attachment:    AB X1 26 and AB X1 27 Summary 
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