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Daryl Parrish, City Manager 

City of Covina 

125 East College Street 

Covina, CA  91723 
 

Dear Mr. Parrish: 
 

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

reviewed all asset transfers made by the Covina Redevelopment Agency (RDA) to the City of 

Covina (City) 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 Covina or any other public agencies have been reversed.  
 

Our review found that the RDA transferred $56,363,779 in assets to the Successor Agency, the 

City, and the Covina Housing Authority after January 1, 2011. This amount included an 

unallowable transfer of assets totaling $7,324,246. However, the Oversight Board provided 

approvals for various assets totaling $4,556,253. The remaining amount of unallowable transfers 

that are subject to H&S Code section 34167.5 is $2,767,993, or 4.91% of total assets transferred; 

this amount should 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/kw 



 

Daryl Parrish, City Manager -2- August 23, 2013 
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Asset Transfer Review Report 
 
The State Controller’s Office (SCO) reviewed the asset transfers made 

by the Covina Redevelopment Agency (RDA) 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 RDA transferred $56,363,779 in assets to the 

Successor Agency, the City, and the Covina Housing Authority after 

January 1, 2011. This amount included an unallowable transfer of assets 

totaling $7,324,246. However, the Oversight Board provided approvals 

for various assets totaling $4,556,253. The remaining amount of 

unallowable transfers that are subject to Health and Safety Code section 

34167.5 is $2,767,993, or 4.91% of total assets transferred; this amount 

should 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. 

 

  

Summary 

Background 
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The SCO has identified transfers of assets that occurred after 

January 1, 2011, between the RDA, the City, 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 RDA 

and City. 

 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 RDA transferred $56,363,779 in assets to the 

Successor Agency, the City, and the Covina Housing Authority after 

January 1, 2011. This amount included an unallowable transfer of assets 

totaling $7,324,246. However, the Oversight Board provided approvals 

for various assets totaling $4,556,253. The remaining amount of 

unallowable transfers that are subject to H&S Code section 34167.5 is 

$2,767,993, or 4.91% of total assets transferred; this amount should be 

turned over to the Successor Agency 

 

Details of our findings 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 report on May 7, 2013. Dilu De Alwis, Finance 

Director, responded by letter dated May 16, 2013, disagreeing with the 

review results. The City of Covina’s response is included in this final 

review report as an attachment. 
 

 

This report is solely for the information and use of the Successor 

Agency, the Oversight Board, the City of Covina, 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 

August 23, 2013 

 

Restricted Use 

Views of 

Responsible 

Officials 
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Findings and Orders of the Controller  
 

 
The Covina Redevelopment Agency (RDA) made unallowable transfers 

of $6,168,436 to the City of Covina (City) after January 1, 2011, which 

were not contractually committed to a third party prior to June 28, 2011. 

This amount is comprised of various real properties in the amount of 

$3,514,006 and cash transfers in the amount of $2,654,430.  

 

 On March 1, 2011, the RDA transferred various real properties 

totaling $3,514,006 ($1,539,879 in land and $1,974,127 in land held 

for resale) per Agency Resolution No. 11-660. However, it appears 

that some of those assets also may be subject to the provisions of 

Health and Safety (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 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.” 

 On May 31, 2012, the Oversight Board determined that all properties 

were for a government purpose and retroactively approved the real 

properties transferred to the City of Covina, except for the property 

located at 135 East Badillo ($325,988). On April 15, 2013, we held 

an exit conference with the Successor Agency representatives and 

addressed the finding of transferred property at 135 East Badillo. The 

Successor Agency representatives confirmed that this property is 

pending retroactive Oversight Board approval in the upcoming May 

2, 2013 meeting. 

 On March 10, 2011, the RDA made a loan repayment (interest and 

principal) to the City totaling $1,312,401 per Agency Resolution No. 

11-653. The RDA borrowed from the City to provide operating funds 

for ongoing project expenses as well as to establish sufficient debt to 

secure the RDA’s tax increment (per Agenda Item Commentary, 

January 25, 2011). 

  

FINDING 1— 

Unallowable asset 

transfers to the 

City of Covina 
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 On July 28, 2011, the RDA made a loan repayment (interest and 

principal) to the City totaling $1,342,029 per Agency Resolution No. 

11-686. This loan was borrowed by the RDA from the City to 

provide operating funds for ongoing project expenses as well as to 

establish sufficient debt to secure the RDA’s tax increment (per 

Agenda Item Commentary, July 19, 2011). 

 

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. Any 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 section 34167.5, the City would have been ordered 

to reverse the transfer of those stated assets in the amount of $6,168,436. 

However, because the $3,188,018 in public-use properties were approved 

by the Oversight Board, only the remaining $2,980,418 must be 

transferred to the Successor Agency (see Schedule 1). 

 

The Successor Agency is directed to properly dispose of the remaining 

assets in accordance with H&S Code section 34177 (d) and (e). 

 

The Department of Finance (DOF) must approve the Oversight Board’s 

decision in this matter. If the DOF does not approve this decision, the 

City is ordered to transfer the assets to the Successor Agency pursuant to 

H&S Code section 34167.5. 

 

City of Covina’s Response 

 
Covina objects to SCO’s determination that the transfer of funds to 

repay the 2011 operating loan to the City after January 1, 2011 was 

impermissible. This loan was evidenced by promissory note and 

resolutions dated June 15, 2010. Pursuant to the terms of promissory 

note the loan was repaid as funds were available on March 10, 2011 

and July 28, 2011. 

 

Of the total $2,980,418 identified as subject to transfer to the Successor 

Agency under this finding, $325,988 of this amount is the value of 

property located at 135 East Badillo. This piece of property is made up 

of three (3) lots; Lot 13 (valued at $98,862), Lot 14 (valued at 

$113,563), and Lot 15 (valued at $113,563). The only Lot that the City 

has determined does not have a governmental purpose is Lot 15. Lots 

13 and 14 were retroactively approved at the Oversight Board meeting 

held May 2, 2013. Therefore, the property located at 135 East Badillo, 

Lot 15, valued at $113,563, will be returned to the Successor Agency 

and we concur with this portion of the finding.  

 

Based on the above, the City will return property valued at $113,563 to 

the Successor Agency. . .  

 

The Oversight Board approved Resolution 13-22 related to this matter, 

and the action is under consideration of approval by the Department of 

Finance.  
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SCO’s Comment 

 

The SCO acknowledges the receipt of Oversight Board Resolution No. 

13-22, which approved the transfer of Lot 13 and 14 to the City and the 

return of Lot 15 ownership to the Successor Agency. Necessary 

adjustments were made to Schedule 1 – RDA Assets Transferred to the 

City of Covina. (See Schedule 1.) 

 

If the DOF does not approve this decision, then the City is ordered to 

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

section 34167.5. 

 

With regards to the promissory note between the RDA and the City, 

pursuant to H&S Code section 34171(d)(2), enforceable obligation does 

not include agreements, contracts, or arrangements between the city, 

county, or city and county entered into after the first two years of the 

creation of the RDA. In this case, the RDA and the City entered into an 

agreement on June 15, 2010, which was long after the first two years of 

the creation of the Covina RDA (1969). The amount of $2,654,430 

remains subject to the H&S Code section 34167.5 and should be returned 

to the Successor Agency for proper disposal. 
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The RDA made an unallowable asset transfer of $1,155,810 to the 

Covina Housing Authority. This amount is comprised of various real 

properties in the amount of $1,155,810 that were not contractually 

committed to a third party prior to June 28, 2011. 

 

On March 10, 2011, the RDA transferred various real properties totaling 

$1,155,810 per Agency Resolution No. 11-661. The properties provide 

affordable housing for homeless women and children, where they can 

live rent-free for a period of time. On April 5, 2012, the Oversight Board 

approved the real properties transferred to the Covina Housing Authority 

per Oversight Board Resolution No. 12-02. 

 

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. Any 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 these assets also may be subject to the 

provisions of H&S Code section 34181 (c). H&S Code section 34181 (c) 

states: 

 
The oversight board shall direct the successor agency to do all of the 

following: 

(c) Transfer housing responsibilities and all rights, powers, duties, and 

obligations along with any amounts on deposit in the Low and 

Moderate Income Housing Fund to the appropriate entity pursuant 

to Section 34176. 

 

Order of the Controller 
 

Based on H&S Code section 34167.5, the Covina Housing Authority 

would have been ordered to reverse the transfer of the stated assets in the 

amount of $1,155,810. The Successor Agency would have been then 

directed to properly dispose of the assets in accordance with H&S Code 

section 34177 (d) and (e). However, because the transfers of these 

properties have been approved retroactively by the Oversight Board, no 

further action is necessary. 
 

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

the DOF does not approve this decision, the City is ordered to transfer 

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

34167.5. 
 

City of Covina’s Response 
 

The Order of the Controller states that the DOF must approve the 

Oversight Board’s decision in the matter of the transfer of the two 

properties to the Covina Housing Authority. This approval has been 

received. 

 

In addition to the Oversight Board April 5, 2012 meeting and resolution 

12-02 mentioned in paragraph two, the Oversight Board met on 

December 5, 2012, to approve the Amended Housing Asset Transfer 

Form by the Oversight Board Resolution 12-17. The Amended Housing 

Asset Transfer Form included the two properties transferred to the 

Covina Housing Authority. 

FINDING 2— 

Unallowable asset 

transfers to the 

Covina Housing 

Authority 
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The February 21, 2013 letter from DOF to the City of Covina approved 

the Oversight Board action regarding resolution 12-02 and 12-07, and 

the Amended Housing Asset Transfer form. See the letter from DOF 

included in City of Covina’s response. 

 

SCO’s Comment 

 

The SCO acknowledges the City’s response and receipt of back-up 

documentation pertaining to the DOF’s approval of assets transferred to 

the Housing Authority. No further action is required.  
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Schedule 1— 

Unallowable RDA Assets Transferred to  

the City of Covina 

January 1, 2011, through January 31, 2012 

 

 

Unallowable transfers to the City of Covina  

 

 

 

 

  Current assets: 
 

 

 

 

 

   Cash transfers to the City (March 10, 2011)  

 

 $ 1,312,401   

   Cash transfers to the City (July 28, 2011)  

 

  1,342,029   

   Land held for resale (March 1, 2011)  

 

 

 

 

    135 E. Badillo (B of A Bldg); 8445-009-910 (8445-009-912) Lot 13  $ 98,862   

 

 

    135 E. Badillo (B of A Bldg); 8445-009-910 (8445-009-912) Lot 14   113,563   

 

 

    135 E. Badillo (B of A Bldg); 8445-009-910 (8445-009-912) Lot 15   113,563   

 

 

    Park at Citrus/San Bernardino   756,000   

 

 

    547 North Citrus   451,881   

 

 

    Puente/Third (Boss Brothers)   440,258    1,974,127   

  Capital assets: 
 

 

 

 

 

   Land (March 1, 2011)  

 

 

 

 

    114 E College St, Portion of Civic Center Parking Structure   174,517   

 

 

    Large piece of land on Holt/Garvey/Village Oak - Jalapa Park   694,718   

 

 

    Strip of land on Shoppers Lane   188,068   

 

 

    City Yard, 534 North Barrance   482,576    1,539,879   

Total unallowable transfers to the City 
 

 

 
 6,168,436  

1 

Oversight Board approved transfers (May 31, 2012)  

 

  (3,188,018)  

Oversight Board approved transfer (May 2, 2013)     (212,425)  

Total transfers subject to Health and Safety Code section 34167.5 
 

 

 
$ 2,767,993  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
__________________________ 

1
 See the Findings and Orders of the Controller section. 
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City of Covina’s Response to  
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