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JOHN CHIANG 

California State Controller 
 

December 21, 2012 

 

Don Dorman, City Manager 

City of Tulare Redevelopment/ 

  Successor Agency 

411 East Kern Avenue 

Tulare, CA  93274 

 

Dear Mr. Dorman: 

 

Pursuant to Health and Safety (H&S) code section 34167.5, the State Controller’s Office (SCO) 

reviewed all asset transfers made by the Tulare Redevelopment Agency to the City of Tulare or 

any other public agency during the period January 1, 2011, through January 31, 2012. As you 

know, this statutory provision explicitly states that, “The Legislature hereby finds that a transfer 

of assets by a redevelopment agency during the period covered in this section is deemed not to 

be in furtherance of the Community Redevelopment Law and is thereby unauthorized.” 

Therefore, our review included an assessment of whether each asset transfer was allowable and 

whether it should be returned to the Tulare Redevelopment Successor Agency.  

 

Our review applied to all assets including, but not limited to, real and personal property, cash 

funds, accounts receivable, deeds of trust and mortgages, contract rights and any rights to 

payment of any kind. We also reviewed and determined whether any unallowable transfers of 

assets to the City of Tulare or any other public agencies have been reversed.  

 

Our review found that the City of Tulare Redevelopment Agency transferred $23,378,906 in 

assets. These included unallowable transfers of assets totaling $18,878,066 or 80.75% that must 

be turned over to the Successor Agency. Pursuant to Health and Safety Code section 34167.5, the 

City of Tulare, and the City of Tulare Successor Housing Agency will be ordered to reverse all 

unallowable transfers identified and transfer them to the City of Tulare Redevelopment 

Successor Agency. 

 

If you have any questions, please contact Mr. Steven Mar, Bureau Chief, Local Government 

Audits Bureau, at (916) 324-7226. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD  

Chief, Division of Audits 

 

JVB/sk 

 



 

Don Dorman, City Manager -2- December 21, 2012 

 

 

 

cc: Rita Woodard, Auditor-Controller 

  County of Tulare 

 Judy Silicato, Chairperson 

  Oversight Board, City of Tulare 

 Steve Slazay, Local Government Consultant 

  California Department of Finance 

 Scott Freesmeier, Audit Manager 

  Division of Audits, State Controller’s Office 

 Daniel Tobia, Auditor-in-Charge 

  Division of Audits, State Controller’s Office 
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Asset Transfer Assessment Review Report 
 
The State Controller’s Office (SCO) reviewed the asset transfers made 

by the Tulare Redevelopment Agency for the period of January 1, 2011, 

through January 31, 2012. Our review included, but was not limited to, 

real and personal property, cash funds, accounts receivable, deeds of 

trust and mortgages, contract rights, and any rights to payments of any 

kind from any source. 

 

Our review disclosed that the Tulare Redevelopment Agency transferred 

$23,378,906 in assets. These included unallowable transfers of assets 

totaling $18,878,066 or 80.75%, that must be turned over to the Tulare 

Redevelopment Successor Agency. 

 

 

In January of 2011, the Governor of the State of California proposed 

statewide elimination of redevelopment agencies (RDAs) beginning with 

the fiscal year (FY) 2011-12 State budget. The Governor’s proposal was 

incorporated into Assembly Bill 26 (ABX1 26, Chapter 5, Statutes of 

2011, First Extraordinary Session), which was passed by the Legislature, 

and signed into law by the Governor on June 28, 2011. 

 

ABX1 26 prohibited RDAs from engaging in new business, established 

mechanisms and timelines for dissolution of the RDAs, and created RDA 

Successor Agencies to oversee dissolution of the RDAs and 

redistribution of RDA assets. 

 

A California Supreme Court decision on December 28, 2011 (California 

Redevelopment Association et al. v. Matosantos) upheld ABX1 26 and 

the Legislature’s constitutional authority to dissolve the RDAs. 

 

On June 27, 2012 the Governor signed a trailer bill, AB 1484, which 

clarified provisions of ABX1 26, and imposed new tasks on county 

auditor-controllers and successor agencies related to RDA dissolution. 

 

ABX1 26 and AB 1484 were codified in the Health and Safety Code 

(H&S Code) beginning with section 34161. 

 

In accordance with the requirements of H&S Code section 34167.5, the 

State Controller is required to review the activities of redevelopment 

agencies (RDAs), “to determine whether an asset transfer has occurred 

after January 1, 2011, between the city or county, or city and county that 

created a redevelopment agency, or any other public agency, and the 

redevelopment agency,” and the date at which the RDA ceases to 

operate, or January 31, 2012, whichever is earlier. 

 

  

Summary 

Background 
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The SCO has identified transfers of assets that occurred during that 

period between the Tulare Redevelopment Agency, the City of Tulare, 

and/or other public agencies. By law, the SCO is required to order that 

such assets, except those that already had been committed to a third party 

prior to June 28, 2011, the effective date of ABX1 26, be turned over to 

the Successor Agency. In addition, the SCO may file a legal order to 

ensure compliance with this order. 

 

 

Our review objective was to determine whether asset transfers that 

occurred after January 1, 2011, and the date upon which the RDA ceased 

to operate, or January 31, 2012, whichever was earlier, between the city 

or county, or city and county that created an RDA, or any other public 

agency, and the RDA, were appropriate. 

 

We performed the following procedures: 

 Interviewed Successor Agency personnel to gain an understanding of 

the Successor Agency operations and procedures. 

 Reviewed meeting minutes, resolutions, and ordinances of the Tulare 

City Council and the Tulare Redevelopment Agency. 

 Reviewed accounting records relating to the recording of assets. 

 Verified the accuracy of the Asset Transfer Assessment Form. This 

form was sent to all former RDAs to provide a list of all assets 

transferred between January 1, 2011, and January 31, 2012. 

 Reviewed applicable financial reports to verify assets (capital, cash, 

property, etc.). 

 

AB 1484 was passed on June 27, 2012  adding Health & Safety Code 

section 34178.8 which states “. . . the Controller shall review the 

activities of successor agencies in the state to determine if an asset 

transfer has occurred after January 31, 2012. . . .” 

 

The SCO has initiated the review associated with AB 1484, and will 

complete the review at a later date. 

 

 

Our review disclosed that the Tulare Redevelopment Agency transferred 

$23,378,906 in assets during the period of January 1, 2011 through 

January 31, 2012, including unallowable transfers of assets totaling 

$18,878,066 or 80.75% of the transferred assets. Those assets must be 

turned over to the City of Tulare Redevelopment Successor Agency for 

disposition in accordance with ABX1 26 and AB 1484. 

 

  

Objectives, Scope, 

and Methodology 

Conclusion 
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Unallowable Assets Transferred: 

 
Unallowable assets transferred to City of Tulare

1
  $ 12,813,891 

Unallowable assets transferred to Successor Housing Agency
2
  6,064,175 

Total Unallowable Transfers  $ 18,878,066 

_____________________ 
1 

See Schedule 1 and Schedule 2 
2 

See Schedule 3 

 

The agencies named above as recipients of the unallowable asset 

transfers are ordered to immediately reverse the transfers, and return the 

assets identified in this report to the City of Tulare Redevelopment 

Successor Agency (see Schedule 1, Schedule 2, and Schedule 3). 

 

Details of our findings and Orders of the Controller are in the Findings 

and Orders of the Controller section of this report. We also have included 

a detailed schedule of assets to be turned over to, or transferred to, the 

Successor Agency. 

 

 

We issued a draft audit report on November 6, 2012. The City of Tulare 

responded by letter dated November 16, 2012, disagreeing with the audit 

results. The auditee’s response is included in this final audit report as an 

attachment. 

 

 

This report is solely for the information and use of the City of Tulare, the 

City of Tulare Redevelopment Successor Agency, the City of Tulare 

Successor Agency Oversight Board, the City of Tulare Successor 

Housing Agency, and the SCO; it is not intended to be and should not be 

used by anyone other than these specified parties. This restriction is not 

intended to limit distribution of this report, which is a matter of public 

record. 

 

 
Original signed by 

 

 

JEFFREY V. BROWNFIELD 

Chief, Division of Audits 

December 21, 2012 

 

Restricted Use 

Views of 

Responsible 

Officials 
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Findings and Orders of the Controller 
 

The Tulare Redevelopment Agency (RDA) transferred $12,813,891 in 

assets to the City of Tulare (City). Per the Agenda Report dated March 9, 

2011, approved by the Chairperson of the RDA Board, the purpose of the 

asset transfers was to protect redevelopment agency resources from 

potential termination by the State of California action. All of the asset 

transfers to the City occurred during the period of January 1, 2011, 

through January 31, 2012, and the assets were not contractually 

committed to a third party prior to June 28, 2011. Those assets consisted 

of cash and capital assets. 
 

Unallowable asset transfers were as follows: 

 On March 11, 2011, the RDA transferred capital assets of 

$7,013,891 in land to the City. To accomplish those transfers, the 

City and the RDA entered into an agreement under Resolution No. 

2011-03 and Agenda Item Number II.1.c. 

 On March 11, 2011, the RDA transferred assets of $5,800,000 in 

cash to the City. To accomplish those transfers, the City and the 

RDA entered into an agreement under Resolution No. 2011-02 and 

Agenda Item Number II.1.a. 
 

Pursuant to H&S Code section 34167.5, the RDA may not transfer assets 

to a city, county, city and county, or any other public agency after 

January 1, 2011. Those assets should be returned to the City of Tulare 

Redevelopment Successor Agency for disposition in accordance with 

H&S Code sections 34177 (d) and (e). However, it appears that some of 

those assets also may be subject to the provisions of H&S Code section 

34181(a). H&S Code section 34181(a) states, “The oversight board shall 

direct the successor agency to do all of the following:  
 

(a) Dispose of all assets and properties of the former redevelopment 

agency that were funded by tax increment revenues of the 

dissolved redevelopment agency; provided however, that the 

oversight board may instead direct the successor agency to transfer 

ownership of those assets that were constructed and used for a 

government purpose, such as roads, school buildings, parks, and 

fire stations, to the appropriate public jurisdiction pursuant to any 

existing agreements relating to the construction or use of such as 

asset….” 

 

Order of the Controller 
 

Based on H&S Code section 34167.5, the City of Tulare is ordered to 

reverse the transfer of the above assets, described in Schedule 1 and 

Schedule 2, in the amount of $12,813,891 plus any interest earned, and 

return them to the City of Tulare Redevelopment Successor Agency.  
 

The City of Tulare Redevelopment Successor Agency is directed to 

properly dispose of those assets in accordance with H&S Code sections 

34177(d) and (e) and 34181(a).  

 

FINDING 1— 

Unallowable asset 

transfers to the 

City of Tulare 
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City’s Response (Real Property – Page 2-3) 
1
 

 
…The actual assets transferred are [also] misstated in the SCO Draft 

Audit. In fact, the RDA, in attempting to pay a portion of its $16M debt 

to the City (all pursuant to a written repayment schedule which 

accelerated $12.75M of the debt), transferred the following assets to the 

City: 

 30 parcels of real property, with an original purchase price (book 

value) of $6,950,789; 

 $4,165,037.45 in bond proceeds from the 2010 taxable Series B 

bonds, which were issued, in part, to repay a portion of RDA/City 

debt; and 

 $1,634,962.36 journal entry transfer of funds, but no actual cash 

was available or transferred until December 2011 when the RDA 

received its property tax increment distribution. 
1
 

 

…Notwithstanding the written repayment schedule, an “alternative 

repayment schedule” was also agreed to, which allowed an accelerated 

debt repayment of $12.75 million in fiscal year 2010/2011, payable by 

any combination of RDA assets, including real property. 
2
 

 

The written loan agreements between the City and the RDA were 

“enforceable obligations” of the RDA as defined above under either 

italicized example of an “enforceable obligation,” up until the point of 

the RDA’s dissolution of February 1, 2012… 

 

SCO’s Response 

 

The State Controller’s Office practice has been to use the historical book 

value for real property and not an arbitrary fair market value. We neither 

agree nor disagree to the City of Tulare’s value of real property 

transferred as $6,950,789 instead of $7,013,891, as we primarily are 

concerned with the physical allocation of these properties. Thus, it 

remains that 24 of the 30 parcels are redevelopment assets and are in 

violation of ABX1 26 under H&S Code section 34167.5. These 24 

parcels must be turned over to the Successor Agency for disposition.  

 

The scope of the SCO review was not to determine what is deemed an 

“enforceable obligation.” Based on H&S Code section 34167.5, the 

scope of the SCO was to review whether all RDA assets properly were 

transferred to the Successor Agency. 

 

The SCO Order remains the same. 

 

 

 

 

 

 

____________________ 
1
 For the complete response from the City of Tulare, see Attachment 1. 
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City’s Response (Journal Entry Transfer – Page 2-3) 
1
 

 
…The remaining $1.6M of the transfer did not occur until December 

2011; the City and the Successor Agency agree that this amount will be 

returned to the Successor Agency because the transfer was not 

accomplished pursuant to the RDA’s Enforceable Obligation Payment 

Schedule. With the return of the $1.6M in funds, the debt to the City 

will be increased by $1.6M. 

 

SCO’s Response 

 

The State Controller’s Office is in agreement with the City of Tulare. 

The $1.6M transferred will be turned over to the Successor Agency. 

Once the assets are transferred to the Successor Agency, the City can 

increase the amount on the ROPS by $1,634,962.36. 

 

City’s Response (Bond Proceeds – Page 4-5) 
1
 

 
…approximately $4.1M in bond funds was transferred to the City in 

March 2011. This was an appropriate use of the 2010 Series B bond 

funds…The SCO finding that suggests that this money can be ordered 

returned to the Successor Agency for distribution to the taxing entities 

is simply wrong. Bond funds cannot be redistributed to other taxing 

entities. Bond funds can only be spent for the purposes for which the 

bonds were issued. Even if the City were to return the $4,165,037.45 in 

bond funds to the Successor Agency, which it does not agree is 

required under AB 1X 26/AB 1484, the bond funds would not be 

redistributed to other taxes entities. Instead, the Successor Agency 

would seek Oversight Board approval (pursuant to Health & Safety 

Code Section 34191.4) to expend the bonds for the purposes for which 

they were issued, which includes repayment of the City debt. 

 

SCO’s Response 

 

This is inaccurate. According to the 2010 bond issuance statement, the 

majority of 2010 taxable Series B bonds were, in fact, issued for Deposit 

to Redevelopment Fund, with absolutely no issuance for Repayment of 

City Loan. These assets were for redevelopment use and therefore must 

be turned over to the Successor Agency to be paid back upon approval 

from the Oversight Board and Department of Finance. (See 

Attachment 2) 

 

The SCO Order remains the same. 

 

 

____________________ 
1
 For the complete response from the City of Tulare, see Attachment 1. 
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The Tulare Redevelopment Agency (RDA) made an unallowable asset 

transfer of $6,064,175 to the Successor Housing Agency (SHA). The 

asset transfer to the SHA occurred during the period of January 1, 2011, 

through February 1, 2012, and the assets were not contractually 

committed to a third party prior to June 28, 2011. See Schedule 2 for 

details. 

 

Unallowable asset transfer was as follows: 

 The RDA transferred $6,064,175 to the SHA on February 1, 2012. 

Those assets consisted of cash and capital assets from the Low and 

Moderate Income Housing Fund (Encumbered Cash: $3,058,204; 

Unencumbered Cash: $2,920,873; Land Held for Resale: $85,098). 

 

The RDA was not allowed to transfer assets, including housing assets, 

per H&S Code sections 34163(d) and (f). 

 

H&S Code section 34175(b) states, “All assets, properties, contracts, 

leases, books and records, buildings, and equipment of the former 

redevelopment agency are transferred on February 1, 2012, to the control 

of the successor agency, for administration pursuant to the provisions of 

this part. This includes all cash or cash equivalents and amounts owed to 

the redevelopment agency as of February 1, 2012.” 

 

Additionally, pursuant to H&S Code section 34167.5, any asset transfers 

by the RDA to a city, county, city and county, or any other public agency 

after January 1, 2011 must be turned over to the Successor Agency for 

disposition in accordance with H&S Code sections 34177(d) and (e). 

 

Order of the Controller 

 

Based on H&S Code section 34167.5, the Successor Housing Agency is 

ordered to reverse the transfer of the above assets, described in Schedule 

3, in the amount of $6,064,175, and turn over the assets to the City of 

Tulare Redevelopment Successor Agency.  In addition, in accordance 

with H&S Code sections 34177(d) and (e), the City of Tulare 

Redevelopment Successor Agency is directed to properly dispose of 

those assets. 

 

City’s Response (Page 5) 
1
 

 
The Legislation, under Section 34176 authorizes the city which created 

the RDA to retain the housing assets and functions of the RDA, upon 

its dissolution. On January 3, 2012, the City of Tulare elected to 

become the Successor Agency to the former Tulare Redevelopment 

Agency and also to retain the housing functions and obligations, upon 

the dissolution of the RDA. Accordingly, by operation of law, all assets 

of the former RDA transferred to the Successor Agency. In Tulare’s 

case, the Successor Agency and housing Successor Agency are the 

same entity.
5
 However, as is required under Health and Safety Code 

 

____________________ 
1
 For the complete response from the City of Tulare see Attachment 1. 

  

FINDING 2— 

Unallowable Assets 

Transferred to 

Successor Housing 

Agency 
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Section 34176(d), all housing assets (as defined by Health & Safety 

Code Section 34176(e)) were transferred to the Low and Moderate 

Income Housing Asset Fund, retained by the housing Successor 

Agency. 

 
5
 If the SCO is concerned that there is no evidence that the Oversight 

Board directed and approved the transfer of all housing assets from 

the Successor Agency to the housing Successor Agency, as is 

required by Health & Safety Code Section 34181(c), this is an 

administrative matter that can be quickly remedied by the Oversight 

Board. An Oversight Board Resolution approving the transfer of 

assets to the housing Successor Agency will be forwarded to the 

SCO separately. 

 

SCO’s Response 

 

The State Controller’s Office is in agreement with the City of Tulare. 

The City of Tulare should provide documentation that the transfer of 

assets to the housing Successor Agency has been approved by the 

Oversight Board. 
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Schedule 1— 

Unallowable Asset Transfers to the City of Tulare 

January 1, 2011, through January 31, 2012 

 

 

Capital Assets:   

  Land and Improvements
 1 

 $ 7,013,891 

Current Assets    

  Cash Transfer to City 
1 

  5,800,000 

Total Unallowable Transfers – City of Tulare  $ 12,813,891 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
__________________________ 

1
 Detail listing of assets on Schedule 2. 
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Schedule 2— 

RDA Assets Transferred to the City of Tulare 

January 1, 2011, through January 31, 2012 

 

 

Fund  APN  Address 
 

Book Value 
1 

70  169-140-013  SWC J & CROSS (A)  $ 428,766 

70  169-140-014  SWC J & CROSS (B)  584,389 

70  170-232-008  424 NO N ST   407,297 

70  170-232-010  450 1/2 NO N ST   116,462 

70  170-232-011  446 NO N ST  95,947 

70  170-232-016  400 BLK NO N ST  112,105 

70  170-232-017  400 BLK NO O ST  218,532 

70  170-233-012  400 BLK NO O ST  365,772 

70  170-241-011  300 BLK NO M ST  163,018 

70  170-241-012  300 BLK NO N ST  162,726 

70  170-242-016  300 BLK NO N ST  136,772 

70  170-242-017  300 BLK NO O ST  161,659 

70  170-253-017  NWC M & SAN JOAQUIN  1,450 

70  170-261-015  420 NO J ST  162,037 

70  170-261-016  400 BLK NO K ST (POR)  118,724 

70  170-263-002  424 NO K ST  251,624 

70  170-263-016  400 BLK NO K ST  91,120 

70  176-031-001  335 S J ST  473,031 

70  176-076-004  113-117 SO M ST (RENTAL)  333,929 

70  176-082-010  134 SO K ST  350,000 

73  181-040-014/15  SEC K & O'NEAL   10,655 

73  181-050-010  510 E ALMOND CT  244,906 

73  191-070-015  1285 E PAIGE   1,729,453 

73  191-350-010/11  4266 SO K ST   293,518 

 
 Total Capital Assets    7,013,892 

 

 Cash  

 

 5,800,000 

 

 Total Unallowable  

 

 $ 12,813,891 

 

 

 

 

 

 

 

 

 

 

 

 

 

_____________________ 
1
 Rounded 
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Schedule 3— 

Unallowable RDA Asset Transfers  

to the Successor Housing Agency 

January 1, 2011, through January 31, 2012 

 

 

Current Assets   

  Encumbered Cash  $ 3,058,204 

  Unencumbered Cash   2,920,873 

  Land Held for Resale   85,098 

Total Unallowable Transfers – Successor Housing Agency  $ 6,064,175 
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