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Frank J. Spevacek, City Manager 

La Quinta Redevelopment/Successor Agency 

78495 Calle Tampico 

La Quinta, CA  92247 

 

Dear Mr. Spevacek: 

 

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

reviewed all asset transfers made by the La Quinta Redevelopment Agency to the City of La 

Quinta 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 La Quinta 

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 rights to payment 

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

City of La Quinta or any other public agencies have been reversed.  

 

Our review found that the La Quinta Redevelopment Agency transferred $197,534,075 in assets 

to the City of La Quinta, the La Quinta Housing Authority, and the Successor Agency. These 

included unallowable transfers of assets totaling $98,061,463, or 49.64%, that should have been 

turned over to the Successor Agency. However, on April 18, 2012, the Successor Agency 

Oversight Board retroactively approved the transfer of $27,924,586 in housing properties and 

$1,260,115 in loans receivable to the Housing Authority. On March 13, 2013, the Oversight 

Board retroactively approved the sale of the Highway 111 Mazella and the Silver Rock 

properties; and on October 2, 2012, the City of La Quinta turned over $27,445,583 of public-use 

properties to the Successor Agency. Therefore, the remaining amount of unallowable transfers 

subject to H&S Code section 34167.5 is $41,431,179. 

 



 

Frank J. Spevacek, City Manager -2- December 6, 2013 

 

 

If you have any questions, please contact Elizabeth Gonzalez, Bureau Chief, Local Government 

Compliance Bureau, by phone at (916) 324-0622. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA  

Chief, Division of Audits 

 

JVB/vb 

 

cc: Paul Angulo, Auditor-Controller 

  County of Riverside 

 Robbeyn Bird, Finance Director 

  La Quinta Redevelopment/Successor Agency 

  City of La Quinta 

 John Peña, Chair of the Oversight Board 

  La Quinta Redevelopment/Successor Agency 

  City of La Quinta 

 David Botelho, Program Budget Manager 

  California Department of Finance 

 Richard J. Chivaro, Chief Legal Counsel 

  State Controller’s Office 

 Elizabeth Gonzalez, Bureau Chief 

  Division of Audits, State Controller’s Office 

 Betty Moya, Audit Manager 

  Division of Audits, State Controller’s Office 

 Nicole Baker, 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 La Quinta 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 La Quinta Redevelopment Agency transferred 

$197,534,075 in assets to the City of La Quinta, the La Quinta Housing 

Authority, and the Successor Agency. These included unallowable 

transfers of assets totaling $98,061,463 or 49.64% that should have been 

turned over to the Successor Agency. However, on April 18, 2012, the 

Successor Agency Oversight Board retroactively approved the transfer of 

$27,924,586 in housing properties and $1,260,115 in loans receivable to 

the Housing Authority. On March 13, 2013, the Oversight Board 

retroactively approved the sale of the Highway 111 Mazella and the 

Silver Rock properties; and on October 2, 2012, the City of La Quinta 

turned over $27,445,583 of public-use properties to the Successor 

Agency. Therefore, the remaining amount of unallowable transfers 

subject to Health and Safety (H&S) Code section 34167.5 is 

$41,431,179. 

 

 

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 (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. 

 

  

Summary 

Background 
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The SCO has identified transfers of assets that occurred after 

January 1, 2011, between the La Quinta Redevelopment Agency, the 

City of La Quinta, 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 La 

Quinta City Council and the La Quinta 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 La Quinta Redevelopment Agency transferred 

$197,534,075 in assets to the City of La Quinta, the La Quinta Housing 

Authority, and the Successor Agency. These included unallowable 

transfers of assets totaling $98,061,463, or 49.64%, that should have 

been turned over to the Successor Agency for disposition in accordance 

with H&S Code section 34167.5.  

 

However, on April 18, 2012, the Successor Agency Oversight Board 

retroactively approved the transfer of $27,924,586 in housing properties 

and $1,260,115 in loans receivable to the Housing Authority. On 

March 13, 2013, the Oversight Board retroactively approved the sale of 

the Highway 111 Mazella and the Silver Rock properties; and on 

October 2, 2012, the City of La Quinta turned over $27,445,583 of 

public-use properties to the Successor Agency. Therefore, the remaining 

amount of unallowable transfers subject to H&S Code section 34167.5 is 

$41,431,179. 

 

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

and Orders of the Controller section of this report.  
 

Objective, Scope, 

and Methodology 

Conclusion 
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We issued a draft review report on April 15, 2013. M. Katherine Jenson, 

City Attorney, City of La Quinta, responded by letter dated April 26, 

2013, disagreeing with the review results. The Successor Agency’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 La Quinta, 

Successor Agency to the La Quinta Redevelopment Agency, the 

Successor Agency Oversight Board, the La Quinta Housing Authority, 

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 

December 6, 2013 

 

Restricted Use 

Views of 

Responsible 

Official 
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Findings and Orders of the Controller  
 

The La Quinta Redevelopment Agency (RDA) made unallowable asset 

transfers of $68,876,762 to the City of La Quinta (City). The asset 

transfers to the City occurred after January 1, 2011, 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 January 31, 2011, the RDA transferred a total of $281,377 in cash 

to the City for interest payment on the RDA loan. 

 On February 15, 2011, the RDA transferred capital assets of 

$27,445,583 in public-use properties to the City. To accomplish the 

transfer, the City and the RDA entered into an agreement under 

Resolution No. RA 2011-006. However, on October 2, 2012, the City 

turned over $27,445,583 in public-use properties to the Successor 

Agency under Successor Agency Resolution No. SA 2012-011. 

 On February 28, 2011, the RDA transferred a total of $268,582 in 

cash to the City for interest payment on the RDA loan. 

 On February 28, 2011, the RDA transferred $35,593,468 in cash to 

the City for loan repayment. The transfer was approved by the 

members of the City Council and the RDA on the February 1, 2011 

City Council agenda. 

 On March 3, 2011, the RDA sold Highway 111 Mazella property to 

the City for $3,445,000 in cash. However, on March 13, 2013, the 

Oversight Board retroactively approved the sale of the property under 

Oversight Board Resolution No. OB 2013-004 (see Schedule 2). 

 On March 3, 2011, the RDA transferred $5,287,752 in cash to the 

City for loan repayment. The transfer was retroactively approved by 

members of the City Council and the RDA at the March 15, 2011 City 

Council meeting. 

 On April 30, 2011, the RDA sold Silver Rock property to the City for 

$4,875,000 in cash. However, on March 13, 2013, the Oversight 

Board retroactively approved the sale of the property under Oversight 

Board Resolution No. OB 2013-004 (see Schedule 2). 

  

FINDING 1— 

Unallowable asset 

transfers to the 

City of La Quinta 
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Pursuant to Health and Safety (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 turned over 

to the Successor Agency for disposition in accordance with H&S Code 

section 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; 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 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.” 

 

Order of the Controller  

 

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

reverse the transfer of the above assets in the amount of $68,326,803; 

however, because the $27,445,583 in public-use properties were turned 

to the Successor Agency on October 2, 2012 (Resolution No. SA 2012-

011) and the Oversight Board retroactively approved the sale of the 

Highway 111 Mazella and Silver Rock properties (Resolution No. 

OB 2013-004), only the remaining amount of $41,451,179 must be 

transferred to the Successor Agency (see Schedule 1). 

 

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

accordance with H&S Code sections 34177(d) and (e), and 34181(a).  

 

SCO’s Comment Regarding Revised Finding 1 

 

The City responded to an initial version of Finding 1 in a letter dated 

April 26, 2013 (Attachment 1). Subsequently, the SCO issued a revised 

Finding 1 on September 10, 2013, and the City responded to the revision 

with a letter dated September 19, 2013 (Attachment 3). The SCO’s 

comments to the two responses are given below. 

 

SCO’s Comment Regarding Successor Agency’s April 26, 2013 

Response 

 

Generally the initial version of the Finding 1 narrative adequately 

addresses many of the issues raised by the City in its response. The SCO 

comments will be limited to the issues that require additional 

clarification. 
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Successor Agency’s Response to Draft Report 

 
The Draft Report identifies the RDA’s total loan repayment amount as 

$40,881,220, which, for purposes of this response letter, has been 

designated the “Disputed Loan Repayment Amount.” The City's and 

RDA's financial spreadsheets and records, however, reflect that the 

amount repaid by the RDA pursuant to the Loan Agreements was 

$41,378,966. 

 

SCO’s Comment 

 

The State Controller’s Office (SCO) disagrees with the Successor 

Agency’s statement above. According to the March 15, 2011 City 

Council agenda, the difference between $41,378,966 and $40,881,220 is 

$497,746, which is the calculated interest expense on the outstanding 

loan for four months (February 28, 2011, through June 30, 2011). 

According to the general ledger detail transactions, the loan was repaid 

early. Since the loan was repaid prior to June 30, 2011 (on February 28, 

2011 and March 3, 2011) the City did not receive interest payments 

totaling $497,746. 

 

Successor Agency’s Response to Draft Report 

 
The City, pursuant to the 1983 Agreement and through Loan Advances, 

authorized and loaned City general fund moneys for capital 

improvement projects and property acquisition to the RDA to provide 

“seed money” and funding in furtherance of implementing 

redevelopment programs and projects and as investments in the 

Redevelopment Project Area. . . . 
 

Under these laws, as of the date of the RDA’s loan payoff in 2011, the 

City ultimately had a total of $41,378,966 outstanding on the Loan 

Advances. The terms and conditions in the 1983 Loan Agreement 

expressly provide that funds loaned from the City to the RDA are to be 

repaid. . . . 
 

At all times, the City and RDA honored the 1983 Loan Agreement, and 

terms pertaining to specific Loan Advances made under the authority of 

the 1983 Loan Agreement, as a legally valid and binding loan. Prior to 

the RDA's payment to the City of the Disputed Loan Repayment 

Amount, all Loan Advances made under the 1983 Loan Agreement had 

been at least partially – and in several cases fully – repaid. City and 

Successor Agency staff have prepared a summary of the repayment 

history of each of the Loan Advances made pursuant to the 1983 Loan 

Agreement (the “Repayment Summary”). The Repayment Summary 

is included as Attachment 15 in this response Letter. . . . 
 

Similar terms and conditions are referred to in the Loan Advances 

entitling the City to full repayment of the amount loaned upon the 

RDA’s ability to repay, with a pre-payment ability on the part of the 

RDA with no penalty. . . . 
 

On February 1, 2011, the RDA Board adopted a minute action, 

authorizing the Executive Director, on behalf of the RDA, to repay in 

whole or in part the outstanding balances owed under the 1983 Loan 

Agreement and implementing Loan Advances based on the availability 

of tax increment funds from the RDA. . . . 
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Section 34167.5 was not intended to authorize the SCO to order the 

reversal of payments made by a redevelopment agency pursuant to 

enforceable obligations. Section 34167(f), which directly precedes 

section 34167.5, provides “Nothing in this part shall be construed to 

interfere with a redevelopment agency’s authority, pursuant to 

enforceable obligations as defined in this chapter, to (1) make payments 

due, (2) enforce existing covenants and obligations, or (3) perform its 

obligations.” . . . 
 

. . . the 1983 Loan Agreement and implementing Loan Advances are 

enforceable obligations under two paragraph of section 34171(d)(1). . . 
 

The 1983 Loan Agreement and implementing Loan Advances are also 

enforceable obligations under the “carve out” in section 34171(d)(2) of 

Part 1.85, in that the 1983 Loan Agreement was entered into within the 

first two years of the enabling of the RDA. . . . 
 

. . . the City and the La Quinta Successor Agency respectfully submit 

that the RDA’s payment of the Disputed Loan Repayment Amount is 

not subject to reversal under the SCO asset transfer review process and 

that the SCO’s order to transfer the amount of $40,881,220, as set forth 

in the Draft Report of April 15, 2013, must be omitted from the SCO’s 

final report. 
 

SCO’s Comment 
 

The SCO agrees with the statement made by the Successor Agency that 

the 1983 Cooperation Agreement, attached to the Successor Agency’s 

response, was a legal, valid, and binding agreement between the City and 

the RDA. The 1983 Cooperation Agreement, created within the first two 

years of the date of the RDA’s creation, could be considered an 

enforceable obligation subject to the approval of the Department of 

Finance (DOF). However, the 1983 Cooperation Agreement (Loan 

Agreement) did not establish any loan indebtedness to the RDA at the 

time. The Disputed Loan Repayment Amount of $40,881,220 was for 

advances, between the City and the RDA, over two years after the date 

the RDA was created. Therefore, the Disputed Loan Repayment Amount 

is not an enforceable obligation under H&S Code section 341717(d) (2) 

unless approved by DOF. 
 

The SCO understands the difficult issues that the Successor Agencies are 

required to address due to the requirements of ABX1 26. Although 

ABX1 26 was signed into law on June 28, 2011, the bill states that the 

SCO shall order the return of any asset transferred after January 1, 2011, 

to the Successor Agency. The SCO agrees that loan agreements between 

the City and the RDA may become enforceable obligations if approved 

by the Oversight Board and the California Department of Finance 

(DOF); however, the Oversight Board and the DOF have not approved 

the repayment of the City loans. During the course of this review, the 

nature of the City loan repayments was unallowable. According to the 

FY 2009-10 RDA Financial Statement (page 36), and the Loan 

Repayment History (attachment #17 to Successor Agency’s response), 

five different advance loans from the City are not scheduled to repay the 

loan principal until FY 2030-31, while the sixth advance loan does not 

have a repayment schedule. Therefore, the early loan repayment of 
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$40,881,220 in 2011 is an asset transferred subject to H&S Code section 

34167.5. Therefore, the Finding remains as stated. 
 

SCO’s Comment Regarding Successor Agency’s September 19, 2013 

Response 
 

Generally, the revised Finding 1 narrative and the SCO comments 

regarding selected issues raised by the City in its April 26, 2013 response 

(see above) adequately address many of the issues raised by the City in 

its August 19, 2013 response. The SCO comments will be limited to the 

issues that require additional clarification. 

 

Successor Agency’s Response to Draft Report 

 
In Page 7 of the Statement of Decision, Judge Summer, citing Health 

and Safety Code sections 34171(d)(2) and 34167(f), acknowledges that 

any interest payments made by the RDA during 2011 would arguably 

constitute a payment due pursuant to an enforceable obligation, and 

thereby not subject to “claw-back” under the dissolution law. 

 

SCO’s Comment 

 

The interest payment is a transfer of assets between the RDA and the 

City. Unless the transferred assets are contractually committed to a third 

party, the assets are a claw-back pursuant to Health and Safety Code 

section 34167.5. 

 

The Finding and Order of the Controller remain as stated. 

 

 

As of January 31, 2012, the RDA transferred a total of $29,184,701 

($1,260,115 and $27,924,586 for loans receivable and housing property, 

respectively) in assets to the La Quinta Housing Authority. 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 turned over to the Successor Agency for 

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

 

Order of the Controller 

 

Based on H&S Code sections 34167.5 and 34177(e), the City of La 

Quinta is ordered to reverse the transfer of the above assets in the amount 

of $29,184,701. However, on April 18, 2012, the Oversight Board 

retroactively approved the transfer of those assets to the Housing 

Authority under Oversight Board Resolution No. OB 2012-008. 

Therefore, no further action is needed. 

 

Please note that the California Department of Finance (DOF) must 

approve the Oversight Board’s decision in this matter. If the DOF does 

not approve the decision, then the Housing Authority is ordered to 

transfer the assets to the Successor Agency pursuant to the H&S Code 

section 34167.5. 

  

FINDING 2— 

Unallowable asset 

transfers to the 

La Quinta Housing 

Authority 
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Successor Agency’s Response to Draft Report 

 

The Successor Agency had no response. 

 

SCO’s Comment 

 

The finding and Order of the Controller remain as stated. 
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Schedule 1— 

Unallowable RDA Asset  

Transfers to the City of La Quinta 

January 1, 2011, through January 31, 2012 

 

 

Current assets:     

Cash transfer to the City for loan interest payment (January 31, 2011)  $ 281,377  

Cash transfer to the City (February 28, 2011)   35,593,468  

Cash transfer to the City for loan interest payment (February 28, 2011)   268,582  

Cash transfer to the City (March 3, 2011)   5,287,752  

Capital assets:     

Public-use properties (February 15, 2011)   27,445,583  

Total unallowable transfers to the City   68,876,762  

City turned over public-use properties (October 2, 2012)   (27,445,583)  

Total transfers subject to H&S Code section 34167.5  $ 41,431,179 
1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
__________________________ 

1
 See the Findings and Orders of the Controller section. 
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Schedule 2— 

Unallowable Sales of Properties to  

the City of La Quinta  

January 1, 2011, through January 31, 2012 

 

 

Highway 111 Mazella (March 3, 2011)   3,445,000  

Silver Rock (April 30, 2011)   4,875,000  

Total unallowable sales to the City   8,320,000  

Received Oversight Board approval on March 13, 2013   (8,320,000)  

Total transfers subject to H&S Code section 34167.5  $ — 
1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
__________________________ 

1
 See the Findings and Orders of the Controller section. 
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