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Roberta Raper, Director of Finance/ 

  Administrative Services 

Grass Valley Redevelopment/Successor Agency 

125 E. Main Street 

Grass Valley, CA  95945 

 

Dear Ms. Raper: 

 

Pursuant to Health and Safety Code section 34167.5, the State Controller’s Office reviewed all 

asset transfers made by the Grass Valley Redevelopment Agency to the City of Grass Valley or 

any other public agency after January 1, 2011. This statutory provision states, “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 turned over to the 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 rights to payment 

of any kind. We also reviewed and determined whether any unallowable transfers of assets to the 

City of Grass Valley or any other public agencies have been reversed.  

 

Our review found that the Grass Valley Redevelopment Agency transferred $4,351,365 in assets. 

These assets included unallowable transfers totaling $1,823,913, or 41.9%, that must be turned 

over to the Successor Agency. 

 

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

Bureau, at (916) 324-7226. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

JVB/vb 

 

Attachment 

 



 

Roberta Raper -2- May 28, 2013 

 

 

 

cc: Jan Arbuckle, Chair, Oversight Board 

  Successor Agency to the Redevelopment Agency of the City of Grass Valley 

 Marcia Salter, Auditor-Controller 

  County of Nevada 

 Steven Szalay, Local Government Consultant 

  Department of Finance 

Richard J. Chivaro, Chief Legal Counsel 

  State Controller’s Office 

 Scott Freesmeier, Audit Manager 

  Division of Audits, State Controller’s Office 

 John Mellas, Auditor-in-Charge 

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

by the Grass Valley Redevelopment Agency after January 1, 2011. Our 

review included, but was not limited to, real and personal property, cash 

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

and rights to payments of any kind from any source. 

 

Our review found that the Grass Valley Redevelopment Agency 

transferred $4,351,365 in assets. These assets included unallowable 

transfers totaling $1,823,913, or 41.9%, that must be turned over to the 

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. 

 

ABX1 26 was 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 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 on which the RDA ceases to 

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

 

The SCO has identified transfers of assets that occurred after 

January 1, 2011, between the Grass Valley Redevelopment Agency, the 

City of Grass Valley, 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. 

 

 

  

Summary 

Background 
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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 Grass 

Valley 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.). 

 

 

Our review found that the Grass Valley Redevelopment Agency 

transferred $4,351,365 in assets. These assets included unallowable 

transfers totaling $1,823,913, or 41.9%, that must be turned over to the 

Successor Agency. 

 

Details of our findings 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 report on March 28, 2013. Roberta Raper, Director of 

Finance/Administrative Services responded by letter dated April 12, 

2013, disagreeing with some of the results. The City’s response is 

included in this final review report as an attachment. 

 

 

This report is solely for the information and use of the City of Grass 

Valley, the Successor 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 when issued final. 

 

 

 

     Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

May 28, 2013 

 

Objectives, Scope, 

and Methodology 

Restricted Use 

Views of 

Responsible 

Official 

Conclusion 
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Findings and Orders of the Controller  
 

In September 2008 the Grass Valley Redevelopment Agency (RDA) 

loaned the City of Grass Valley (City) $1.2 million under a contract with 

terms to repay the loan over ten years. In March 2011, the RDA and City 

Board restructured the loan obligation to release the City of its payment 

terms on the balance due of $494,901. The loan was restructured as a 

grant, having no repayment requirement, and written off as a receivable 

in the accounts of the RDA for year ended June 30, 2011. As a result, the 

accounts receivable asset was not available to the Successor Agency. The 

action to eliminate an account receivable asset is unallowable under 

Health and Safety (H&S) Code section 34167.5. 

 

Order of the Controller 

 

Based on H&S Code section 34167.5, the City of Grass Valley is ordered 

to reinstate the loan receivable balance of $494,901 in the Successor 

Agency’s fund accounting records. 

 

The Successor Agency is directed to properly dispose of the assets in 

accordance with H&S Code section 34177(d) and (f). 

 

City of Grass Valley’s Response 

 

The City disagrees with the SCO finding.  See Attachment 1 for the 

complete City response. 

 

SCO’s Response 

 

The SCO disagrees with the City’s response.  The City borrowed money 

from the RDA to pay for construction costs of the East Main/Idaho-

Maryland intersection project, which is one of several Capital 

Improvement projects funded by the Nevada County Transportation 

Commission’s (NCTC) Regional Traffic Mitigation Fee Program 

(RTMF).  NCTC allocates funds annually to the City to pay for this 

project.  A copy of the Promissory Note, as obtained by the SCO, is 

located in Attachment 2. 

 

The SCO reviewed City accounting records showing that some portion of 

the loan was repaid, as required by its terms.  Contrary to the City’s 

response that no loan was required, the City’s repayments substantiate 

the loan’s validity and its intent to honor the obligation through 

designated RTMF revenues, not RDA resources. 

 

An excerpt from the City’s Agenda Action Sheet, dated March 4, 2011, 

prepared by the City Administrator, describes the City’s project, loan, 

and management effort to circumvent the obligation: 

 
On September 23, 2008 the City Council and Agency Board entered 

into a loan agreement to facilitate the funding and construction of the 

street improvements (Roundabout) at the East Main/Idaho-Maryland 

Intersection.  To facilitate the funding of this project a loan was 

FINDING 1— 

Forgiveness of city 

loan obligation 
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authorized in the amount of $1.2 million.  Ultimately, $605,557.15 was 

advanced for the project from the Agency under the loan.  The work 

was completed as an approved project under the Regional Traffic 

Mitigation Fee (RTMF) program, with a portion of the project subject 

to funding from impact fees.  The loan is being repaid from impact fees 

and two payments have been received.  The current outstanding balance 

of principle and interest is $494,901.47.  The loan may be considered as 

an asset of the Agency.  Under proposed legislation all assets of the 

Agency are subject to disposition to be used for the purposes of 

reducing Agency debt and may not be used for other Agency projects.  

The conversion of the loan to a grant will allow the RTMF program 

revenues to be used for other purposes and projects with the program.  

Resolutions adopted by both the Agency and the City are required. 

 

This record shows that City management averted further loan payments, 

thereby depriving the Successor Agency of resources needed to meet 

obligations of winding down RDA affairs.  A copy of the Agenda Action 

Sheet, as obtained by the SCO, is located in Attachment 3.   

 

It should be noted that the letter issued by the DOF to the City of Grass 

Valley, dated April 1, 2013 regarding the DOF’s review of the Due 

Diligence Report, states: 

 
Pursuant to HSC section 34167.5 and 34178.8, the California State 

Controller’s Office (Controller) has the authority to claw back assets 

that were inappropriately transferred to the city, county, or any other 

public agency.  Determinations outlined in this letter do not in any way 

eliminate the Controller’s authority. 

 

Absent an explicit determination for this item by the DOF in its letter, of 

which there was none, the DOF did not concur, as suggested by the City. 

 

The finding and Order of the Controller stands as written. 

 

 

The City transferred from the RDA to the City three properties with a 

combined total value of $1,137,492. The properties were carried as RDA 

assets in the City’s capital assets accounts group until March 8, 2011, 

when the titles were revised to shift ownership to the City. 

 

The properties are: 

 

 161 ½ S. Auburn Street, apn 08-373-07, valued at $429,338 

 114-116 Neal Street, apn 08-372-08, valued at $456,343 

 168 S. Auburn Street, apn 08-372-07, valued at $251,811 

 

The properties were included in the descriptions of two public parking 

projects in the RDA’s approved Projects Improvements Plan; however, 

the transfers did not involve a contractually committed third-party, 

reliant on the transfer as payment for City expenditure or encumbrance. 

As such, the transfers are not allowable under H&S Code section 

34167.5. 

 

  

FINDING 2— 

Disallowed real 

property transfers 

to city 
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However, the City believes that some of those assets may be subject to 

the provisions of H&S Code section 34181(a), which 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; 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 governmental purpose, such 

as roads, school buildings, parks, police and fire stations, libraries, 

and local agency administrative buildings, to the appropriate public 

jurisdiction pursuant to any existing agreements relating to the 

construction or use of such an asset. Any compensation to be 

provided to the successor agency for the transfer of the asset shall 

be governed by the agreements relating to the construction or use 

of that asset. Disposal shall be done expeditiously and in a manner 

aimed at maximizing value. Asset disposition may be 

accomplished by a distribution of income to taxing entities 

proportionate to their property tax share from one or more 

properties that may be transferred to a public or private agency for 

management pursuant to the direction of the oversight board. 

 

Order of the Controller 

 

Based on H&S Code section 34167.5, the City of Grass Valley is ordered 

to re-deed the properties to the Successor Agency fund, reinstating an 

asset value of $1,137,492 in the accounting records for the Successor 

Agency. 

 

The Successor Agency is directed to properly dispose of the assets in 

accordance with H&S Code section 34177(d) and 34181(a). 

 

City of Grass Valley’s Response 

 

The City disagrees with the SCO finding with regard to the following 

two properties listed below: 

 161 ½ South Auburn Street, APN 08-373-07, valued at $429,338, 

and; 

 168 South Auburn Street, APN 08-372-07, valued at $251,811. 

 

See Attachment 1 for the complete City response. 

 

SCO’s Response 

 

The SCO understands the City’s position in making use of these vacant 

properties as alternative parking options. However, the decision for how 

best to either dispose of, or develop, the properties is appropriately left to 

the Successor Agency’s Oversight Board. 

 

The finding and Order of the Controller stands as written. 
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The City contracted with the County of Nevada in August 2011 to share 

in the costs of a County library fencing project, known by the City as the 

Elizabeth Daniels Park, Library Fencing and ADA Ramp Access Project. 

The Project is included in the RDA’s approved Project Improvements 

(Redevelopment) Plan and is a joint effort between the City and Nevada 

County to improve the existing City Park and Grass Valley Library on 

Mill Street. Funding would be used to repair and/or replace deteriorated 

perimeter fencing and ADA ramp access into the library. 

 

On June 14, 2011, the City transferred $75,000 in RDA cash (fund 500) 

to the City’s Special Project Fund (fund 182) to pay for anticipated costs 

of the fencing project. 

 

In reviewing the project’s background and transactions, the City was 

unable to provide any information showing that these funds were 

committed to a third-party prior to June 28, 2011. Therefore, the transfer 

is unallowable under H&S Code section 34167.5. 

 

Order of the Controller 

 

Based on H&S Code section 34167.5, the City of Grass Valley is ordered 

to return $75,000 to the Successor Agency. 

 

The Successor Agency is directed to properly dispose of the assets in 

accordance with H&S Code section 34177(d). 

 

City of Grass Valley’s Response 

 

The City made no comment with regard to the draft report’s finding; 

therefore, the finding and order of the Controller stands as written. 

 

 

On June 14, 2011, the City transferred cash of $116,520 from RDA non-

housing funds to the City’s Special Projects Fund to pay for costs 

associated with the Neal Street / S. Auburn Street Parking and Entryway 

Improvements Project. The project is included in the RDA’s approved 

Project Improvements (Redevelopment) Plan and includes the removal of 

a vacant, blighted building and to fund reconstruction of this parcel 

(APN 08-372-08), and an adjoining parcel (APN 08-372-07), into public 

parking and other entryway improvements. This finding also relates to 

the redevelopment of three other disallowed property transfers to the 

City, presented in Finding 2 above. 

 

In reviewing the project’s background and transactions, the City was 

unable to provide any information showing that these funds were 

committed to a third-party prior to June 28, 2011. Therefore, the transfer 

is unallowable under H&S Code section 34167.5. 

 

Order of the Controller 

 

Based on H&S Code section 34167.5, the City of Grass Valley is ordered 

to return $116,520 to the Successor Agency. 

 

FINDING 3— 

Disallowed cash 

transfer for 

Elizabeth Daniels 

Park Project 

FINDING 4— 

Disallowed cash 

transfer for Neal 

Street Project 
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The Successor Agency is directed to properly dispose of the assets in 

accordance with H&S Code section 34177(d). 

 

City of Grass Valley’s Response 

 

The City made no comment with regard to the draft report’s finding; 

therefore, the finding and order of the Controller stands as written. 

 

 



Grass Valley Redevelopment Agency Asset Transfer Review 

-8- 

Schedule 1— 

RDA Assets Transferred to  

the City of Grass Valley 

January 1, 2011, through January 31, 2012 

 

 

Redevelopment Agency Projects Fund (#500):    

Loan receivable  $ 494,901 

Cash   191,520 

Subtotal   686,421 

Land   1,137,492 

Total assets transferred to the City of Grass Valley  $ 1,823,913 

 

 
 



Grass Valley Redevelopment Agency Asset Transfer Review 

 

Attachment 1— 

City’s Response to 

Draft Review Report 
 

 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 

 
 

 



Grass Valley Redevelopment Agency Asset Transfer Review 

 

Attachment 2— 

Promissory Note 
 

 

 
 

 



 

 

 



 

 

 



 

 

 
 



Grass Valley Redevelopment Agency Asset Transfer Review 

 

Attachment 3— 

Agenda Action Sheet 
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