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• February 4, 1985

Hon• Jesse Mo Unruh
State Treasurer
State of California
915 Capitol Mall
Room 110
Sacramento, California 95814

Dear Mr• Unruh:

This final report summarizes our findings and conclusions relative
to the use of redevelopment and tax increment financing by cities
and counties In California.

The report was prepared as a result of the passage of SB936 at the
1983 legislative session. $8936 required the California Debt Advi-
sory Commission to conduct a study of four items, and the results
are summarized below:

• As of June 30, 1984, redevelopment agencies in California had
$1,750,233,800 in outstanding tax allocation bond indebted-
ness, and $3,496,690,246 in total outstanding indebtedness•
This indebtedness is to be repaid from tax increment revenue.

• In the fiscal year ending June 30, 1984, $377,977,992 in tax
increment revenue was received by redevelopment agencies in
California.

• Subject to a legal opinion to the contrary, we are not aware
• of any liability the State of California would assume in the

event of a default on bonds by a redevelopmentagency.

i . As of June 30, 1984, a total of 46,931 housing units have been
eliminated and 69,216 housing units have been provided as a
result of redevelopment activity. The majority of housing
eliminated and provided by agencies over the last 15 years was
for very low and low income households• This does not include
additional housing that has been providedoutside of redevelop-
ment project areas.

In addition to the four items referenced above, the California Debt
Advisory Commission asked that additional data be gathered regarding
the activities of redevelopmentagencies throughoutthe State. Data
was received from all counties and all but three cities in the State,
and is summarized and analyzed herein• We have not conducted a
before and after evaluation of each redevelopmentproject, and there
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have undoubtedly been abuses associated with individual redevelopment
projects. In the aggregate, however, the results of redevelopment
are impressive. Our conclusions, based upon a careful analysis of
the data submitted by indfvldual city and county redevelopment agen-
cies are, as follows:

• The use of redevelopment and tax increment financing by cities
and counties continues to increase.

• Redevelopment is an important plannfng and financing tool for
cities, and there ere indications that it may becomea signif-
Icant toolfor counties.

• Redevelopmenthas resultedin significantaccomplishmentsin a
relativelyshortperiodof time.

• Redevelopmentactivity_o date is economicallyfeaslbleand
financiallysound•

• The fiscalimpactof redevelopmentand tax incrementfinancing
on countieshas increased.Thls areashouldbe monitoredon a
continuingbasis and additionalsafeguardsshouldbe provided
to assurethat the cumulativeimpactof redevelopmentand tax
incrementfinancingresultsin an effectivebalancebetween
the need for countyoperatingrevenueand the long-termeco-
nomicdevelopmentand revitalizationgoalsof citiesand coun-
tiesgenerally.

• Redevelopmentdoes not representa significantcost to the
State,and the possibilityof State liabilityfor indebtedness
is remote.

• Additional changesin the redevelopment process and the provi-
sion of additional financing authority may be appropriate.
However,while continuedmonitoringIs important,regulation
of the redevelopmentprocess is neithernecessarynor war-
ranted•

• Additionaltraining and informationon a continuingbasis
wouldbe helpful.

Although we have not made on-site visits to each redevelopment
agency,a major effortwas made to obtain a completeresponseand
care was taken to assure the accuracy and comparabilityof the
data• _e believethe data is thoroughand reliable,and would llke
to acknowledgethe assistanceof the League of CaliforniaCities,
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' California County Supervisors Association, and California Municipal
Statistics in this regard. We recetved excellent guidance and
direction from Meltnda Luedtke, Executive Secretary, California Debt
Advisory Commission, and we are appreciative of her leadership
throughout the assignment. Additionally, we are indebted to Suzanne
Bragdon, Tere Moltnari, Claudia Dunning, Becky Darcy, Teresa Heple,
Pam Brackenbury, Katie Wroblewskt, Joy Vickory, Patsy Fong and Lisa
Jurlsic, as well as the SBg36 Study Task Force, for their invaluable
assistance in conducting this study.

We have appreciated the opportunity to work with you and the Cali-
fornia Debt Advisory Commission, and believe this study will _ provide
a helpful tool for informed decision-making in thts important and
increasingly-used area.

Sincerely,

Ralph Andersen & Associates
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CHAPTER I--INTRODUCTION

SBg36 was enacted into law as Chapter 1123 of the Statutes of 1983.

Pursuant to the provisions of SB936, the California Debt _dvisory

Commission (CDAC) was directed to conduct a statewide study of the

use of redevelopment and tax increment financing by cities and coun-

ties. This chapter places the overall study into perspective by

examining the reasons and purposes of the study, as well as describ-

ing the approach taken in gathering and analyzing the data.

REASON FOR THE, STUDY

Local agencies, particularly cities, have continued to use redevel-

opment and tax increment financing as _ vehicle for meeting economic

development and community revitalization objectives. The continuing

use of redevelopment, coupled with the fiscal concerns of State and

local agencies generally since the passage of Proposition 13 in 1978,

has caused this financing vehicle to be the subject of debate in the

State Legislature and elsewhere.

While there are reporting requirements and some analysis has been

done, the last comprehensive statewide study on redevelopment acti-

• vlty was conducted in 1975. To accurately assess the nature and

magnitude of redevelopment activity in the post Proposition 13 era,

and to provide a factual basis for informed decision-maklng by all

parties interested in and affected by the redevelopment process, a

current and comprehensive study of redevelopment and tax increment

financing is necessary.

SBg36, which mandates that the CalIfornia Debt Advlsory Commlssion

(CDAC) conduct a statewide study on the use of redevelopment and tax

increment financing by cities and counties, was enacted into law to



meet this need. To provide for the comprehensive analysis of rede-

velopment activity as contained herein, CDAC expanded the study

parameters beyond the four speclftc requirements of SB936, as indi-

cated in the next section of this chapter•

PURPOSE OF THE STUDY

The overall purpose of this study is to provide an improved factual

basis for decision-making by compiling and analyzing basic data

regarding the use of redevelopment and tax increment financing by

cities and counties•

Pursuant to SBg36, four topics must be addressed by the study as

follows:

• The amount of outstanding indebtedness of each agency as of a

date specified by CDAC

• The portion of property .tax revenues within a project area

which would otherwise be payable to affected taxing entities

if a redevelopment plan did not contain a provision providing

for the allocation of taxes pursuant to Section 33670 of the

Health and Safety Code

• The potential liability of the State of California in the event

of a default by a redevelopment agency on any bonds

• The amount of housing provided to persons and families of low

or moderate income, as defined by Section 50105 of the Health

and Safety Code, and to very low income households, as defined

bySection 50105 of the Health and Safety Code.

2



In addltlon to.these items, CDAC has identified additional informa-

tion which should be addressed by this study to ensure that a com-

; prehensive analysis of redevelopment activity is achieved. This

information includes:

• A summary of redevelopment powers .and procedures under Cali-

fornia Law

• A listing of all redevelopment agencies with notations of the

date each agency was establlshed, the nature of their governing

bodies, and the population figures (from the 1980 census) of

the city or county which created the agency

• A summary and listing of the number and nature of completed

redevelopment projects (by agency) with notations of the period

of time required for project completion

• A summary and listing of the number and nature of redevelopment

projects (by agency) currently underway with notations of how

long each project has been underway

• A summary and listing of the number and nature of redevelopment

projects (by agency) that are now in formation or being planned

• A summary and listing of the following data for each current

redevelopment project (by agency):

- Size of project area

- Amount of vacant land included in the project area

- Base year and current assessed value

- The amount of tax increment revenue generated annually

- The amount and nature of existing indebtedness

- Tax sharing or similar agreements that have been negoti-

ated with local agencies

3



- The results of redevelopment to date including the number

of new and/or rehabilitated housing units, public build-

ings constructed, and the amount of commercial/industrial

square footage constructed

- Identification and review of existing reporting and

auditing requirements which redevelopment agencies must

fulfill by law.

It is also the purpose of this study to identify, and analyze when

possible, policy issues and related questions regarding the use of

redevelopment and tax increment financing by cities and counties.

Some of the issues identified include the following:

• The relationship of redevelopment to economic development and

the financing of infrastructure

[

• The tradeoffs between costs (reduced revenues to some agen-

cies) and benefits (development, Jobs, and increased revenues

to other agencies or Jurisdictions) of tax-increment financing

• The extent to which redevelopment projects conform to State

legislative guidelines

• The role of the County Fiscal Review Committee and the review

of proposed redevelopment projects generally

• The use of tax-increment financing to provide low or moderate

income housing
%

• The extent to which redevelopment projects proceed as planned,

as opposed to delayed projects and subsequent planamendments

\

4



• The extent to which uniformity exists among counties in admin-

istering redevelopment and tax-lncrement financing, and the

need for guidelines pertaining thereto

• The impact of redevelopment on school financing

• The extent to which financing tools other than tax allocation

bonds are being used by redevelopment agencies•

APPROAOfl TO CONDUCTING THE STUDY

To accomplish the goals and objectives of this study, CDAC retained

the servicesof Ralph Andersen & Associates, a management consulting

firm having expertise in the area of redeveloPment and tax increment

financing. A Study Advisory Committee was also appointed to provide

input. A list of Committee members is included in Appendix A.

The study consultant has completed a number of specific tasks to

ensure the collection of complete and detailed information regarding

the use of redevelopment and tax increment financing by cities and

counties. These tasks have included the following:

• Meetings with the Study Advisory Committee, the CDAC Technical

Advisory Committee, and others to receive input and suggestions

regarding the study generally, the content of the study ques-

tionnaire, preliminary study results, and the contents of the

final report

5
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. Review and analysis of available data from the State Control-

ler, Department of Houslng and Community Development,and
I

others regardingthe _use of redevelopmentand tax increment

financingby cities and counties

• With the assistanceoflthe Leagueof .CaliforniaCities and the

County SupervisorsAssociationof California,developmentand

distributionof a survey questionnairedesigned to gather

basic data regardingthe use of redevelopmentand tax incre-

ment financing by cities and counties
t

• Collectionof basic fiscal data, includingtax incrementreve-

nue and bonded Indebtednessof redevelopmentagencies, from

the firm of CaliforniaMunicipalStatistics
i

[
• Direct contact with approprlatecity and county officialsin

an effort to obtain a tI00%responsefrom cities and counties,

and to clarifydata

• With input from CDAC and the Study Advisory Committee,com-

pilationand analysisof the datacontainedherein.
I

E
The remainingchaptersof this report presentthe study findingsand

i
conclusionsas follows:

t
• Chapter ll--TheLaw Pertainingto Redevelopmentand Tax Incre-

ment Financing

b

• Chapter III°-SummaryData Concerningthe Use of Redevelopment

and Tax IncrementFinancingby Citiesand Counties

6



Chapter IV--Conclusions.

Detailed survey data is presented as an appendix to this report, as

is a copy of the survey questionnaire.



CHAPTER II--THE LAW PERTAINING TO

REDEVELOPMENT AND TAX INCREMENT FINANCING

This chapter places the California Community Redevelopment law

(Section 33000 et. seq. of the Health and Safety Code) in perspec-

tive, as well as other legal requirements concerning the use of

redevelopment and tax increment financing by cities and counties.

This chapter is organized into three sections as follows:

• General Summary of the Law

• Major Changes in the Law Since the Mid-lg?O's

• Reporting Requirements•

Each of these points are discussed below•

GENEPJ_LSUMMARY OF THE IJ_W

Major housing assistance and redevelopment programs began at the

federal level with the United States Housing Act of 1937. Concerned

over the presence of urban slums and tenement dwellings, some groups

began to seek federal support for public housing as early as the

Ig20's. The 1937 Act was adopted as a way of providing direct

grants to Cities for slum clearance. However, Congress failed to

vote additional funding for major housing and redevelopment programs

until 1948.

Between 1949 and 1974 most federal public housing and redevelopment

assistance was granted pursuant to the Housing Act of 1949. The

g J
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federal redevelopment law Icontained a "predominately residential"

rule until amended in 1954!to allow 30% of funds allocated pursuant

to Title I of the Act to be used for non-residential redevelopmenti

projects. National policy was then redirected toward community

economic development, called "urban renewal," and the predominately

residential rule was deleted.
L

Within this historical settling,the California Community Redevelop-h

ment Law was adopted by the LState Legislature in 1945. As indicated

previously, the California ,Community Redevelopment Law is found in

Sections 33000 et. seq. of _the Health and Safety Code. As stated

therein, redevelopment means "the planning, development, replanning,

redesign, clearance, reconstructlon, or rehabilitation, or any com-
P

bination of these, of all orI part of a survey area...". The purpose

of redevelopment is the elimination of blight, as so defined in the

code, the expansion of housing, and the creation of jobs.

!

A redevelopment agency has been established by State law in every
E

city and county within the State. As stated in Section 33100 of the

Health and Safety Code, "there is in each community a public body,

corporate and politic, known ,as the redevelopment agency of the com-

munity." However, the agency!has no abilii_yto transact any business

or exercise any power until the city or county activates it by

ordinance. The ordinance activating the agency is subject to

referendum and, among other things, can provide for a governing board

that is the same as or separate from the local legislative body.

Before a city or county can designate an area for redevelopment and

adopt a redevelopment plan, certain procedures, as defined in State

10



law, must be followed.' These procedures are presented in Exhibit A

on the following page and are summarized below.

• . DESIGNATION OF SURVEY AREA--The legislative body of the city

or county must designate, through resolution, a survey area or

areas. As stated in Section 33312 of the Health and Safety

Code, the resolution must contain the following:

• (a) A finding that the area requires study to determine if
a redevelopment project or projects within said area
are feasible;

(b) A description of the boundaries of the area designated.

• SELECTIqN OF PROJECT AREA--The project area, as selected by

the Planning Commission, may encompass all or part of the pre-

viously designated survey area• Furthermore, the boundaries

of the project area may be contiguous or non-contiguous.• How-

ever, the project area must be a blighted area requiring rede-

velopment to meet the public purposes of this law. Section

33321 of the Health and Safety Code, which identifies the

scope or characteristics of a project area, provides that the

scope of the project area:

"...need not be restricted to buildings, improvements, or
lands which are detrimental or inimical to the public
health, safety, or welfare, but may consist of an area in
which such conditions predominate and injuriously affect
the entire area. A project area may include lands, build-
ings, or improvements which are not detrimental to the
public health, safety or welfare, but whose inclusion is
found necessary for the effective redevelopment of the area
of which they are a part• Each such area included under
this section shall be necessary for effective redevelopment
and shall not be included for the purpose of obtaining the

11



EXHIBITA--PROCEDURESFOR ADOPTIONOF A REDEVELOPMENTPLAN

I LegislativeBody I Planning Commission
Designates [ __

Survey.Area I SelectsProject Area

PlanningCommission IPreliminaryPlanI

Prepares Preliminary _ SubmittedTo
Plan Agency

I
! C Pla..i.

ReqevelopmentPlan RedevelopmentPlan
Prepared --_ SubmltteqFor

By Agency Review and Comment

_'_//_Fiscal Revi_'_

l / Committee i_s applicable)j/

Public Hearing On

Redevelopment Plan

AgencyApproves And
Finalizes

Redeve]opment Plan

If Planning Com-
mission Or Project

RecommendAgainst
And CommentsOn Approval Of Plan •

• Plan Submitted To Z/3 vote Required
Legislative Body For Appreva

I If Planning Comm.
Or Project Area

1 Comm.Recomena
i Approvalof Plan

Majorityvote
RequiredFor

Approval
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allocation of tax increment revenue from such area pursuant
to Section 33670 without other substantial justification
for its inclusion."

• FORMULATION OF PRELIMINARY PLAN--The Mannlng commission of

each city or county in cooperation with the agency, is required

to prepare a preliminary plan for the redevelopment of each

selected project area. As stated in Section 33324 of the

Health and Safety Code, the preliminary Man must contain the

fellowlng _ eces of information:

(a) Description of the project area

(b) A general statement of the land uses, layout of princi-
pal streets, population densities and building intensi-
ties, and standards proposed as the basis for the
redevelopment of the project area

(c} Identification of how the purposes of redevelopment
would be attained by this redevelopment project

(d) Indication'that the proposed redevelopment plan con-
forms to the master or general community Man

(e) Description, generally, of the Impact that this project
would have upon residents thereof and upon the sur-
rounding neighborhood.

The Mannlng commission is required to submit the preliminary

plan for each project area to the agency.

• PREPARATION oF REDEVELOPMENT PLAN--A redevelopment Man must

be prepared bY the Agency for every project area. The plan

must conform to the community's general plan and include,

among 'otherthings, the followlng pieces of information:

- Boundary description

- Approximate amount of open space provided

- Street layout

- Building restrictions

13



- Number of buildi'.ngs and proposed uses

- Number of dwellfng units

- Property devoted Lto public purposes

- Neighborhood impact report

- Descrfption of pr.oposed financing method.

=

, r

In additton to the speciftc provfslons referenced above, the

Health and Safety Cod_ requires that a vartety of broader pro-

visions, dealing withr owner partict pation and related consfd-

erations, be included in the redevelopment plan.I

L

• SUBMISSION OF PLAN TO=PLANNINGCOMMISSION--Prior to submitting

the plan to the legislative body, ft is submitted to the plan-

ning commission for review and comment. In its report, the
i

planning commission will tnclude any recommendations concern-
r

tng the redevelopment !plan and its. conformity to the general

plan. The planntng commission may recommend for or against

the approval of the redevelopment plan. If the planning com-

mission does not respoqd within 30 days, they are deemed to

have approved the plan. L
I

k

• SUBMISSION OF PLAN TO= PROJECT AREA COMMITTEE--For project

areas within which a substantial number of low and moderate

income families are t6, be displaced due to redevelopment I

activity, the legislative body of the agency is requtred to

call upon residents Wnd existing community organtzatfons

wfthin the project area Ito form a project area committee. If

a project area committee has been formed within the project

area, the redevelopment plan must be submitted to the commit-

tee for review and comment prfor to submitting the plan to the

legislative body. The committee may choose to prepare a report

and recommendatlons for submission to the legislative body.

,14



• REVIEW OF PLAN BY FISCAL REVIEW CO_ITTEE--A fiscal review

committee may be formed within any project area where the

redevelopment plan of the project area proposes the use of tax

increment financing. The county or any affected taxing entity

may call for the Creation of a fiscal review committee, which

is composed of one representative from each of the affected

taxing entities• The fiscal review committee is to hold a

hearing on the redevelopment plan not less than 25 and not

more than 40 days from the transmission of the plan from the

agency to the committee. After the hearing, the committee has

30 days to prepare and issue a report suggesting amendments to

the plan which would alleviate any fiscal impact on affected

taxing agencies• /

• PUBLIC HEARING--Both the agency and the City Cbuncil/Board of

Supervisors must hold a public hearing on the proposed rede-

velopment _an. Notices must be published in local news/

papers and certified notices must be mailed to' each property

owner and local taxing entity within the proposedproject area.

• CONSIDERAT,ION OF PLAN BY LEGISLATIVE BODY--UPOn the prepara-'

tion and approval of the plan by the agency, the redevelopment

plan is submitted to the legislative body. If the planning

commission or project area committee has recommended against

the plan, a 2/3 vote is required for approval. If approved,

the ordinance adopting the redevelopment plan is forwarded to

appropriate government officials including the agency, and the

auditor and tax assessor of the county in which the project is

located.

To finance redevelopment activity, redevelopment agencies are author-

ized to, among other things, borrow money, accept funds advanced by

the city/county, and issue bonds for redevelopment purposes. The

principal financing mechanism authorized to finance redevelopment

15
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activity, however, is tax increment financing, which provides funds

to pay off tax allocation bonds and other debt incurred by the

agency.
Y

Tax increment financing is authorized in Article XVI, Section 16 of

the State Constitution and in section 33670 of the Health and Safety

Code• The provision_ provides that at the time the. redevelopment

plan is adopted, the assessed value within the project area is

frozen, and that any property tax revenue generated by an increase

in assessed value over the frozen base may be utilized by the agency

to pay the principal of and interest on loans, moneys advanced to,

or indebtedness (whether funded, refunded, assumed, or otherwise) it

incurs in conjunction with redeveloping the area. As a condition of

receiving tax increment revenue, the agency must file a statement of

indebtedness with the.County. For prpjects that were established in

1977 or later, 20% of this tax increment revenue must be used for

low and moderate income housing, unless the Agency makes specific

findings in this regard pursuant to'Section 33334.2 of the Health

and Safety Code. When all indebtedness is repaid, the base is

unfrozenand the tax increment, thereafter, is paid to all of the

local taxing entities within the project area.

MAJOR CHANGES IN THE LAW SINCE THE MID-IgTO's

Since the mid-70's, a number of changes have taken _ace with

respect to the Community Redevelopment Law. The major changes in

the law involve four broad areas as follows:

• Involvement of affected local public agencies
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• Limltations on use

• Reporting requirements

• Other.

Each of these areas are discussed in detail below•

• INVOLVE_NT OF AFFECTED LOCAL PUBLIC AGENCIES--Two major

changes In the law relating to the involvement of affected

local public agencies in the redevelopment process have taken

place since the mid-70's. These changes include the following:

- The redevelopment agency must notify all affected local

public agencies whenever they propose to establish or

amend a redevelopment project area. Among other things.

such notification must include an estimate of the fiscal

impact on the affected local public agencies. An

affected local public agency is any governmental taxing

entity which levied a property tax on property located in

the project area in the prior fiscal year. (Section

33327 and 33328 of the Health and Safety Code).

-The county or any affected public agency may create a

fiscal review committee to meet and negotiate with the

agency relative to the fiscal impact of the proposed

redevelopment plan or plan amendment. The committee is

composed of one representative from each of the affected

taxing entities, and can be formed only if tax increment

financing Is proposed to be used in the project area•

(Section 33353 of the Health and Safety Code).
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• LIMITATIONS ON USE--With respect to limitations on the use of

redevelopment and tax Increment financing, four major changes

in the law have occurred as follows:

- Unless the agency makes and can support certain findings,

20% of all tax increment revenue derived from projects or

amended project areas established in 1977 or later must

be used for low' and moderate income housing purposes•

(Section 33334.2 of the Health and Safety Code).

- The maximum amount of tax increment revenue that will be

used in conjunction with a particular project area must

be specified by the redevelopment agency in the redevel-

opment plan• (Section 33333.2 of the Health and Safety

Code).

- A limit on the amount of bonded debt that is to be repaid

from tax increment revenue must be specified by the rede-

velopment agency in the redevelopment plan. (Section

33334.1 of the Health and Safety Code).

- A time period within which indebtedness will be incurred

must be specified by the redevelopment agency in the

redevelopment plan. (Section 33333.2 of the Health and

Safety Code).

• REPORTING REqUIREMENTS--Redevelopment agencies are required to

report annually to the State Controller and to the Department

of Housing and Community Development. The specific informa-

tion to be contained in these reports is referenced below.

-Redevelopment agencies must file an annual report with

the State Controller, which includes detailed information

on the indebtedness and tax increment revenues generated

by the agency as a whole, as well as on a project by pro'

ject basis. More detailed information on these reporting

requirements is contained in the next section of this

report dealing with Section 33080 et. seq. of the Health

and Safety Code.
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-Redevelopment agencies must file an annual report with

the Department of Housing and Community Development con-

cerning the activities of the agency during the previous

fiscal year. Among other things, the report must include

an independent financial audit for the previous year and

a description of the agency's activities affecting hous-

ing and displacement. More detailed information on these

reporting requirements is contained in the next section

of this report dealing with Section 33D80 et. seq. of the

Health and Safety Code.

-Redevelopment agencies are required to file a statement

of indebtedness with the County as a condition of receiv-

ing tax increment revenue• (Section 33675 of the Health

and Safety Code).

• OTHER--Pursuant to AB203, which was adopted during the 1984

legislative session and which will be effective on January I,

1985, various restrictions have been placed on the use of

redevelopment and tax increment financing as follows:

- Definition of areas eligible for redevelopment is narrowed

by clarifying that new project areas must be at least 80%

urbanized

- Definition of blight is tightened

-Precludes use of tax increment expenditures for mainte-

nance of publicly owned buildings, facilities, structures

or other improvements

- Requires a more specific justification for proposed rede-

velopment projects

- Clarifies when tax increment revenue sharing may occur

- Tightens the procedures and requirements to amend project

areas and redevelopment plans•
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REPORTING REQUIREMENTS

State law requires redevelopment agencies i_ofile and submit a num-

ber of different reports for informational and procedural purposes.

Exhibit B, on the following page, summarizes the different reporting

requirements and indicates the governmental agency to whom the

report is to be submitted. The different reporting requirements

generally fall into three broad categories as follows:

• Procedural Filings

• Reports on Activities

• Other Reporting Requirements.

Changes in reporting requirements, as well as consolidated reporting

of current redevelopment activity to the State Controller, are

contained in SB 1387 which will be effective January I, 1_5.

A brief summal-yof the information to be filed within each specific

report is PrOvided below•

PROCEDURAL FILINGS

• FILING OF ORDINANCE WITH SECRETARY OF STATE--Any redevelopment

agency not established prior to September 15, 1961, can only

be activated through a city or county ordinance, which is sub-

ject to referendum. Section 33102 of the Health and safety

Code requires that a certified copy of the ordinance be filed

with the Office of the Secretary of State•
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EXHIBIT B--REPORTINGREqUIRE_',S
OF REDEVELOPMENTAGENCIES

PROCEDt_ALFILINGS

Repq_ Code Section Agency Receiving the Infomatton

• Filing of Ordinance with Sacra- Health and Safety 33102 _ Secretary of State
taw of State

• Filing of Project Area Descrip Health and Safety 33327 County; State Bd. of EQualization
tion

Recordatton of Land Description Health end Safety 33373 County Recorder

and Statement of Institution of

Bedeve|ol_ent Proceedings

Filing of Ordinance with Tax Health and Safety 33375 County; Stet.e Bd. af Equalization

Officers

Filing of Amendments with Tax Health and Safety 33457 County; State Bd. of Equalization
Officers

REPORTS ON ACTIVITIES

Summary of Redevelowaeet Health and Safety 33080 at. sag. State Controller; Dept. of Housing

"Activities end Co_, Oe_.

Summaryof Activities Involving Health end Safety 33444 State Legislature

Rehabilitation

Stet_,ent of IndeBtedness Health and Safety 33578(b) County

• OTHERREPORTINGREqUIRE_NTS

Issuance of NewOebt _overnment Code 8855(g) COAC

Filtng of Report of Fiscal Health and Safety 33353.6 Debt. of Housing and Comm.Dev.

Review Committee

Preparation of Relocation Plans Health and Safety 33417 Dept. of Housing end Co_a, Dev.

Finding Regarding 20Z Low*Moder- Health and Safety 33334.2 Dept. of Heestng end Comm.Dev.

ete |ncotae Housing Fund
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. FILING OF PROJECT AREA DESCRIPTION--Section 33327 of the

Health and Safety Code requires that the redevelopment agency

submit to the auditor, assessor and tax collector of the

county in which the project area is located, as well as to the

State Board of Equalization and the governing body of all

taxing agencies in the project area, a report containing the

following pieces of information:

(I) A description of the boundaries of the project area

(2) A statement that a plan for the redevelopment of the

area is being prepared

(3) A map indicating the boundaries of the project area.

Pursuant to Section 33328 of the Health and Safety Code, the

agency must also report the last equalized assessment roll

proposed to be used for tax allocations.'

• RECORDATION OF LAND DESCRIPTION AND STATEMENT OF INSTITUTION

OF REDEVELOPMENT PROCEEDINGS--After the redevelopment plan has

been adopted by the legislative body, a description of the

land within the project area must be recorded with the county

recorder of the county in which the project area is located.

A statement that proceedings for the redevelopment of the

project area have been instituted must likewise be submitted.

(Section 33373 of the Health and Safety Code).

FILING OF ORDINANCE WITH TAX OFFI_RS--After the redevelopment

plan has been adopted by the legislative body, a copy of the

ordinance adopting the _an, and a map or _at indicating the

boundaries of the project area must be submitted to the audi-

tor and tax assessor of the county in which the project area

is located, as well as to the State Board of Equalization.

(Section 33375 of the Health and Safety Code).
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,F.ILINGOF AMEND_NTS WITH TAX OFFICERS--Section 33457 of the

Health and Safety Code requires that after an amendment of a

redevelopment plan has been approved, the following informa-

• tion must be submitted to the auditor and assessor of the

county in which the project area is located, the governing

body of each affected taxing entity, and the State Board of

Equalizatlon:

- Copy of the ordinance amending the plan

- Description of the land within the project area

- Copy of the ordinance adopting the plan

- Map or plat indicating the boundaries of the project area.

Such documentation must be filed no later then the January Ist

next following the amendment of the plan.

REPORTS ON ACTIVITIES

• SUMMARY OF REDEVELOPMENT ACTIVITIES--Sectlon 33080 et. seq. of

the Health and Safety Code requires redevelopment agencies to

prepare a complete report of activities undertaken during the

previous fiscal year. The report Is tO include the following:

a. An independent financial audit for the previous year

b. A fiscal statement for the previous fiscal year which

t ncl udes:

-Amount of outstanding indebtedness for the agency
and each project area

- Amount of tax Increment revenue generated by "the
agency and each project area

-Amount of tax increment revenue paid to affected
taxing agencies

23



- A report on the financial transactions of the agency
for the prior fiscal year

-Any additional fiscal information that the agency
believes useful.

c. A description of the agency's activities affecting hous-

ing and displacement including:

- Total number of households displaced

- Total number of households expected to be displaced

-Total number of agency-assisted dwelling units con-
structed, rehabilitated, acquired or subsidized

- Status and use of Low and Moderate Income Housing
Fund

-Any additional information that the agency believes
useful,

d. Any other information which the agency believes useful

to explain its programs, including, but not limited to,

the number of jobs created as a result of its activities•

This report is to be submitted to the agency's legislative

body within six months of the end of the agency's fiscal year,

as well as to the State Controller and the Depar_ent of Hous-

ing and Community Development. This .informationis required

for general monitoring purposes•

• SUMMARY OF ACTIVITIES INVOLVING REHABILITATION--Section 33444

requires that every redevelopment agency involved in rehabili-

tating structures must submit a report to the Legislature, on

or before February 15th of each year, including the following

i nformati on:

- Expenditure of public funds

- Number and kinds of units rehabilitated

- Disposition of rehabilitated units.
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• STATE_NT OF INDEBTEDNESS--Section 33675(b) of the Health and

Safety Code requires that the agency flle a statement of

indebtedness for each project area with the county auditor•

• This statement of indebtedness is to be filed annually and

must contain the following information:

-Date on which each loan, advance or indebtedness was

incurred

- The principal amount, term, purpose and interest rate of

each loan, advance or indebtedness

- The outstanding balance and amount due of each loan,

advance or indebtedness.

OTHER REPORTING REQUIREMENTS

• ISSUANCE OF NEW DEBT--Section 885B of the Government Code

requires that any issuers of new tax-exempt debt, including

redevelopment agencies, must give written notice to the

California Debt Advisory Commission of the proposed sale no

later than 30 days prior to the sale of any debt issue. This

requirement is effective January I, 1985.

• FILING OF REPORT OF FISCAL REVIEW COMMITTEE--If a fiscal

review committee has been formed, at the conclusion of the

hearing of the redevelopment plan, the committee has 30 days

to prepare and issue a report to the agency on the fiscal

Impact of the redevelopment plan on affected taxing entitles

within the project area. The fiscal review committee has the

power to suggest amendments to the plan, which upon adoption,

would alleviate the fiscal impact identified• Section 33353.6

requires that a copy of this report be submitted to the

Director of Housing and Community Development.
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• PREPARATION OF RELOCATION PLANS--Section 33417 of the Health

and Safety Code requires that the agency prepare a plan for

relocating families and persons to be temporarily or perma-

nently displaced from housing facilities in the project area,

as well as non-profit local community institutions that are to

be either temporarily or permanently displaced. As required

in Section 33417 of the Health and Safety Code, this plan must

be submitted to the Department of Housing and Community Devel-

opment, upon request, for review.

• FINDING REGARDING 20% LOW-MODERATE INCO_ HOUSING FUND-- Sec-

tion 33334.2 of the Health and Safety Code requires that not

less than 20% of the tax increment revenue generated within a

project area or amended area that was established in 1977 or

later be used to increase or improve low and moderate income

housing. If the agency can show, however, that (i) no need

exists in the community to meet such housing needs, (2) that

some percentage less than 20% of tax increment revenue gen-

erated is sufficient to meet such housing needs, or (3) that a

substantial effort to meet such housing needs is being made

through other financial means, it does not have to comply with

this provision. In this case, the agency must submit a report
r

to the Department of Housing and Community Development within

I0 days detailing the agency's finding that one or more of the

three points detailed above applies to the specified project

area. Factual Information supporting such a finding must

likewise be presented. In any litigation to challenge such

findings by the Department of Housing and Community Develop-

ment, the burden of supporting the findings is placed with the

agency.
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CHAPTER III--SUMMARY DATA CONCERNING THE USE OF

REDEVELOPMENT AND TAX INCREMENT FINANCING

BY CITIES AND COUNTIES

This chapter provides a general summary of the data collected on the

use of redevelopment and tax increment financing by cities and coun-

ties across the State. Sources for the data include questionnaires

that were mailed to all cities and counties, personal telephone

follow-up with individual cities and counties, and summary financial

information supplied by the firm of California Municipal Statis-

tics. Information has been provided by all cities with the excep-

tion of three (Cerritos, Firebaugh, and Palmdale), representing a

gg% response rate. With respect to counties, a 100% response rate
has been achieved•

For review, this chapter is organized into five sections as follows:

• Redevelopment Agencies

• Redevelopment Projects

• Tax Increment Revenue

• Indebtedness

• Direct Results of Redevelopment.

A detailed analysis of each of these subject areas is provided below.

REDEVELOPMENT AGENCIES

The table on the following page reports the number of redevelopment

agencies activated in cities and counties across the State. As

indicated, of the 432 cities in the State, 61% have redevelopment

agencies. With respect to counties, 18% have activated a redevel-

opment agency•
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Cities Counties

Have Redevelopment AgencY 263 10

NO Redevelopment Agency 166 46

No Response To Survey 3 0

432 56*

*Excludes the Counties of Sacramento and San Francisco, which have

joint redevelopment agencies with a city. This data is included in

the cities total.

Of the 263 city redevelopment agencies, 155 or 59% were activated

prior to 1979 and Proposition 13, while 101 or 38% were activated in

1979 or later. Information was not provided With respect to the

date the agency was established for seven agencies.

Of the ten county redevelopment agencies, all but three were

activated since 1979.

Exhibit C on the following page shows the number of city redevelop-

ment agencies activated within each county. A breakdown is also

provided with respect to the number of city redevelopment agencies

found within five broad population groupings.

As indicated in Exhibit C, t8 counties or 31% have no city redevel-

opment agencies within their boundaries, while others have up to 58
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EXHIBIT C--.C,ITY REDEVELOPMENT AGENCIES BY COUNTY LOCATION

AND POPULATION GROUPING

POPULATIONGROUPING.

COUNTY TOTAL Under lO_OOO 1D-25,000 25-50,000 50-I00,000 Over iO0_,OOO

Alameda " I0 I I 2 3 3

Alpine 0 ..........

Amador 0 ..........

Butte 2 1 -- I ....

Calaveras 0 ..........

Colusa 0 ..........

Contra Costa 13 3 3 4 2 1

DelNorte I I ........

El Dorado 2 -- 2 ......

Fresno 9 5 2 1 -- 1

G1enn 1 1 ........

Humboldt 2 -- 2 ......

Iroperial 3 -- 3 ......

Inyo 0 ..........

Kern 3 2 .... - I

Kings 2 I 1 ......

Lake 0 ..........

Lassen 0 ..........

Los Angeles 58 6 11 17 19 5

Madera I -- I ......

Marin 4 2 -- 2 ....

. Mariposa 0 ..........

Mendocino 2 1 I ......

Herced 3 I I I ....

Modoc 0 ..........

Mono 0 ..........

Monterey 4 i I I I --

Napa 2 I .... I --

Nevada 0 -- -.......
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EXHIBIT C (CONTINUED)

POPULATION GROUPING

COUNTY TOTAL Under I0,000 I0-25,000 25-50_000 50-I00_000 Over I00,000

f

Orange 21 -- 3 B 5 5

Placer 5 4 I ......

Plumas 0 ...... '

Riverside Ig I0 6 2 I

Sacramento 4 2 I .... i

San Benito . I -- I ......

S. Bernardino 17 4 4 6 2 I

San Diego 11 -- 2 3 5 I

San Francisco I ........ I

San Joaquin 3 I I .... I

S. Luis Obispo I I ........

San Mateo 10 i 2 4 3 --

SantaBarbara3 .... .2 I -.

SantaClara 8 -- 2 3 I 2

Santa Cruz 4 2 ! I ....

Shasta I -- '-- I ....

SIerra 0 ......

Siskiyou. 0 ..........

Solano 4 -- ! I 2 --

Sonoma 6 4 .. I I --

Stanislaus 6 3 I I -- I

Sutter 0 ........

Tehama 0 ........

Trlnity 0 ........

Tulare 5 2 2 I ....

Tuolumne 0 ......

Ventura 8 I I I 4 I

Yolo 2 -- -- 2 ....

Yuba I I ........

263 63 58 66 50 26
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city redevelopment agencies. Twenty-seven or approximately 47% of

all counties have between i and 5 city redevelopment agencies within

their boundaries. The table below shows the distribution of counties

having I to 5 city redevelopment agencies located within their boun-

daries, 6 to 10 agencies, 11 to 20 agencies, 21+ agencies, and no

city redevelopment agencies.

Number of City Counties with Percentage
Redevelopment Agencies Indicated Distribution Of Total

0 18 3I.0%

1-5 27 46.6%

6-I0 7 12.I%

11-20 4 6.9%

21+ 2 3.4%

58 100.0%

With respect to the number of redevelopment agencies found within

each of five b_oad population groupings, Exhibit C indicates the

distribution by population group. The following table summarizes

the number of agencies, as well as the number of cities statewide,

found in each population grouping:

Number of City

Population Grouping Redevelopment Agencies Cities Statewide

Under tO,OOO 63 169

10 - 25,000 58 99

25 - 50,000 66 81

50 - 100,000 50 57

Over 100,000 26 26

263 432
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With respect to county redevelopment agencies, 70% of the 10 County

redevelopment agencies fell within the population groupings of

100,001 - 1,000,000. The following table shows the number of county

agencies falling within each specified population groupings.

Number of

Population Groupin9 Count_/Redeve_oI_nentAgencies

Under100,000 I

100,001 - 500,000 3

500,001- 1,000,000 4

1,000,000 - 5,000,000 I

•Over 5,000,000 I

10

Of the 273 city and county redevelopment agencies in the State, all

but 6 have the City Council Or Board of Supervisors serve as the

governing body of the redevelopment agency. The remaining 6, all of

which are city agencies, have either a Redevelopment Agency Board or

Commission, whose membership is selected and approved by the City

Council. In LOS Angeles, the Board is appointed by the Mayor and

approved by the City Council.

(

q

REDEVELOPMENT PROJECTS

Information has been collected from cities and counties across the

State with respect to the number of redevelopment projects currently

underway', planned and completed. The table on the following page

summarizes these findings for cities and counties.
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Cities Counties

Projects Underway 467 7

Projects Planned 72 4-6

Projects Com_ eted 16 I

The followlng sections provide more detailed information with

respect to current projects, planned projects and completed projects.

REDEVELOPMENT PROJECTS CURRENTLY UNDERWAY

There are 467 redevelopment projects currently underway in 218

cities, and 7 redevelopment projects underway in 3 countles. Forty-

five cities and 7 counties with activated redevelopment agencies

currently have no projects underway. The table below shows the

distribution of cities and counties that have I current project, 2

projects, 3 projects, 4 projects, 5+ projects, or no current proj-

ects. As indicated, 63% of all cities with activated redevelopment

agencies have either ! or 2 current projects underway, while 17%

have no current projects underway. The remaining 20g have 3 or more

current projects underway. For counties, 70% of all active redevel-

opment agencies have no projects currently underway.

Number of Percentage Percentage
Current Projects Cities of Total Counties of Total

• 0 45 17% 7 70%

I 114 43% 2 20%

2 52 20% 0

3 19 7% 0

4 15 6% 0

5+ 18 7% I 10%
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Exhibit.D on the following page shows the number of city redevelop-

ment projects currently underway within each county. A breakdown is

also provided, on a county-by-county basis, on the number of projects

established prior to 1979 and since 1979.

As indicated in Exhibit D, the number of city projects currently

underway within any county ranges from O to 151. Six counties have

more than 20 city projects in their boundaries. These include'Ala-

meda, Contra Costa, Riverside, San Bernardlno, Orange and Los

•Angeles. The table below shows the distribution of counties having

I to 5 city redevelopment projects within their boundaries, 6 to 10

projects, 11 to 20 projects, 21+ projects, and no redevelopment

projects. As indicated, 41 counties or approximately 71% have

between zero and 5 city redevelopment projects within their boundar-

ies, while 10% have more than 20. The remaining 11 counties or 19%

have between 6 and 20 projects within their boundaries.

Number of Counties With Percentage
Cit},Redevelopment Pro_ects Indicated Distribution of Total

O 23 39.7%

1-5 18 31.0%

6-10 4 6.9%

ii-20 7 12.I%
¢

21+ 6 10.3%

58 100.0%

With respect to the 467 city projects currently underway, 270 or 58%

were established prior to 1979 and Proposition 13, while 191 or 41%

were established in 1979 or later. Information was not available

with respect to the date of establishment for six projects.

Of the 7 county redevelopment projects currently underway, 3 were

established prior to 1979, while four were established since 1979.
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EXHIBIT D--CITY REDEVELOPMENT PROJECTS BY COUNTY LOCATION

AND DATE OF ESTABLISHMENT

EST. PRIOR EST. IN 1979 INFORMATION
COUNTY TOTAL TO 1979 OR LATER NOTREPORTED

Alameda 21 14 7 --

Alpine O ......

. Amador 0 ......

Butte 3 -- 3 --

Calaveras 0 ......

Colusa O ......

ContraCosta 22 20 2 --

Del Norte O ......

ElDorado 1 .... I

Fresno 17 9 8 --

Glenn I I ....

Humboldt 4 3 I" -_

Imperial 4 2 2 --

Inyo 0 ......

Kern I I ....

Kings 2 I I --

Lake O ......

Lassen O ......

Los Angeles 151 105 46 --

Madera O ......

Marin 3 1 2 --

Mariposa O ......

Mendocino O ......

Merced 3 3 ....

Modoc O ......

Mono O ......

Monterey 8 5 3 --

Napa 1 1 ....

Nevada 0 ......

Orange 44 14 30 --
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EXHIBIT D (CONTINUED)

EST. PRIOR EST. IN 1979 INFORMATION
COUNTY TOTAL TO 1979 OR LATER NOTREPORTED

Placer i -- I --

Plumas O ......

Riverside. 29 10 19 ..

Sacramento 11 7 4 --

SanBenito 0 .... ..

SanBernardino40 17 19 4

San Diego. 19 12 7 -.

San Francisco 7 5 2 --

San Joaquin 5 3 2 --

S. Luis Dblspo 0 ......

SanMateo 10 2 8 --

SantaBarbara 3 3 ....

SantaClara 11 g 2 ..

Santa Cruz 4 2 2 --

Shasta 2 I I --

Sierra 0 ......

Siskiyou 0 ......

Solano 12 4 B -.

Sonoma 6 3 3 --

Stanislaus 2 -- 2 .-

Sutter 0 --

Tehama 0 -.....

Trinity 0 --

Tulare 4 3 1 .-

Tuolumne 0 ....

Ventura 14 8 5 i

Yolo 0 ......

Yuba I i ....

467 270 191 6

J
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The size of current city and county project areas ranges from 2

acres to 13,050 acres, with the average size being 642 acres. Of

those projects that were established prior to 1979 and Proposition

13, the average size of the project areas is 4BI acres. Of those

projects established in 1979 or later, the average size is 811

" acres. It should be noted that some projects reported herein are

the result of mergers permitted pursuant to State law. To this

extent, the merged project area is obviously larger than the indi-

vidual projects prior i:omerger. It is also important to note that

the provisions of AB203, adopted during the 1984 legislative ses-

sion, virtually eliminate large vacant land projects in the future.

by providing that new or amended project areas must be at least 80%

"predominantly urbanized."

As reported, the average estimated term of city redevelopment proj-

ects is 33 years, with the reported length of the projects ranging

from 7 years to 130 years. For county redevelopment projects, the

estimated term of the pKojects range from 26 to 50 years, with the

average being 35 years.

• REDEVELOPMENT PROJECTS PLANNED

As previously indicated, for cities, a total of 72 new projects are

planned, while for counties, 4-6 are in the planning stage. An

additional 6 cities indicated that they have projects in the plan-

ning stage, but they did not indicate the specific number of proj-

eCtS planned. A project is in the planning stage if formal steps

have been tal_ento establish a redevelopment project area pursuant

to the Health and Safety Code, but the redevelopment plan has not as

yet been adopted by the redevelopment agency.
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Exhibit E on the fo]lowing page identifies the counties where proj-

ects are in the planning stage and indicates the number of projects

planned within each identified county. As •indicated, 10 and 16-18

projects are in the planning stages in Orange County and LOs Angeles

County respectively, with 7 planned in Fresno, 8 in Riverside and 9

in San Bernardino. The remaining 26 p_oJects are planned In 15

different counties.

REDEVELOPMENT PROJECTS COMPLETED

With respect to completed projects, !6 projects have been reported

completed by cities, and one has been completed by counties. Of

these 16 projects, the average term of each project was 9 years. In

addition, the County of San Mateo indicated that all of their proj-

ects had been completed prior to 1974, but they did not indicate the

specific number of projects completed. A completed redevelopment

project is one in which all activities of the redevelopment agency

have been completed, there is no indebtedness, and tax increment

revenue, if utilized, is no longer being received by the agency.

Exhibit F on page 40 identifies the counties where projects have

been completed and indicates the number of completed projects within

each identified county. As indicated therein, the number of com-

pleted projects within any one county ranges from 1 to 3, with

completed projects found in only 10 counties.
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EXHIBIT E--PLANNED REDEVELOP_NT PROJECTS BY COUNTY LOCATION

County Numberof PlannedProjects

City Projects County Projects

Alameda I --

Butte 1 --

Contra Costa 1 --

ElDorado 1 --

Fresno 7 --

Glenn . w_

Imperial .

Los Angeles 15 1-3

Marln 1

Merced I --

Monterey I --

Orange i0

Riverside 8 --

Sacramento 2 --

SanBernardino 9 --

SanDiego 4 --

SanFrancisco I --

SanJoaquin I --

SantaClara 1 --

Sonoma 2 3

Tulare 1 --

Ventura 4 --

72 4-6

*Specific number of projects not reported.
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EXHIBIT F--COMPLETED REDEVELOPMENT PROJECTS BY COUNTY LOCATION

County Numberof CompletedProjects

City Pro_ects County Projects

Butte ! __

Los Angeles 2 I

Monterey 3 --

San Diego i --

San Francisco I --

San Joaquin 2 -.

SanMateo .. •

SantaBarbara 2 --

Tulare I --

Ventura 3 m_

16 I

*Specific number of completed projects not reported.
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AMOUNT OF TAX INCREI_NT REVENUE

For city redevelopment agencies, a total of $377,g77,gg2 in tax

increment revenue was received during the fiscal year ending june

30, 1984. Of this amount, approximately $50.2 million or 13% was in

the form of business inventory subventions from the State, while the

remainder was generated from incremental assessed value in the

respective project areas. The tax increment revenue referenced

herein was distributed to 358 active project areas. The remaining

tog projects identified did not receive any tax increment revenue as

of June, 1984. California Municipal Statistics was the source for

this information.

For county redevelopment agencies, a total of $320,754 in tax incre-

ment revenue was generated from three active project areas for the

fiscal year ending June 30, 1984. Of this amount, $17,591 or 5% was

in the form of business inventory subventions from the State, while

the remainder was generated from incremental assessed value in the

respective project areas. The remaining four projects did not

receive any tax increment revenue as of June, 1984. California

Municipal Statistics was the source for this information.

Exhibit G on the following page shows the total amount of tax incre-

ment revenue generated, from both city and county projects, on a

county-by-county basis. Only those counties where tax increment

revenue is generated are shown. These amounts are further broken

down to show the amount of tax increment revenue generated from

project areas established prior to 1979 and in 1979 or later.

As indicated in Exhibit G, the tax increment revenue generated within

any county ranges from $21,033 in Glenn, to $176,656,895 in Los

Angeles. With respect to the tax increment revenue generated from
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EXHIBIT G--TAX INCREMENT REVENUE GENERATED BY COUNTY

1983 -84

Number of
Projects Revenue Generated Revenue Generated
Figure From Projects Est. From Projects Est.

Total (a) Based on Prior to I979 In 1979 Or Later
?

Alameda $ 13,332,329 14 $ 13,238,733 $ 93,596

Butte 1,276,918 2 0 1,276,918

Contra Costa 15,949,939 21 15,904,199 45,740

Fresno 2,778,705 11 2,596,493 182,212

Glenn 21,033 1 , 21,033 0

Humboldt 1,243,755 3 1,243,755 0

• Imperial 758,711 2 758,711 0

Kern 1,041,952 I 1,041,952 0

Kings 86,726 2 55,263 31,463

Los Angeles 176,656,895 (b) 135 168,911,017 (b) 7,745,878

Marin 681,529 I 681,529 0

Merced 1,404,409 3 1,404,409 0

Monterey 1,659,067 7 1,496,597 162,470

Nape 833,748 I 833,748 0

Orange 39,368,274 27 30,839,966 8,528,308

Rlverside 13,528,517 20 B,167,756 5,360,761

Sacramento 6,744,989 8 6,740,424 4,565

San Bernardino 19,619,258 31 15,157,865 4,461,393

San Diego 10,028,111 15 g,593,411 434,700

Sen Francisco 1,461,180 I 1,461,180 0

San Joaquin 732,153 4 699,786 32,367 "

San Mateo 4,080,g04 10 384,207 3,696,697

Santa Barbara 3,559,255 3 , 3,559,255 Q

Santa Clara 48,512,711 9 47,820,045 592,666

Santa Cruz 283,802 2 246,709 37,093

Shasta 45,070 I 45,070 0

Solano 3,268,020 8 2,223,693 1,044,327

Sonoma 2,790,555 4 2,130,244 660,314

(a) Source - California Municipal Statistics.

(b) Of this amount, $320,754 is generated from county redevelopment projects.
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EXHIBIT G (CONTINUED)

Numberof
Projects RevenueGenerated RevenueGenerated
Figure From ProjectsEst. From ProjectsEst.

Total (a) Basedon Prior to 1979 In 1979 Or Later

Tulare 462,930 3 462,930 0

Ventura 5,881,662 I0 3,242,717 2,638,945

Yuba 205_636 i 205,636 0

$378,298,746 361 $341,168,333 $37,130,4!3

(a)Source - CaliforniaMunicipalStatistics.

(b)Of this amount,$320,754is generatedfrom countyredevelopmentprojects.
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projects established prior to 1979 and since 1979, Exhibit G indi-

cates that 90% or $341,168),333 of the tax increment revenue gener-
[

ated was generated from Plrojects established prior to 1979. The
remaining $37,130,413 was igenerated from projects established in
1979 or later.

In many jurisdictions, tax _shertng agreements were reported. A tax

•sharing agreement is an agreement between the redevelopment agencyI

and one or more local publilc agencies within the project area. The

agreement typically stipulates that tax fncrement revenues generated

within the project area will' be shared with local public agencies as

specified in the agreement. IThe tables below indicate the prevalence

of tax sharing agreements reported on a project-by-project basis for

cities and counties. A further breakdown is provided with respect

to the number of projects established prior to and since 1979.
I

i
i

, CITIES

Tax Sharing :Percentage Established Established
A_reement Total of Total Prior 1979 Since1979

Yes 154. 33% 33 117

No 283 61%

Info. Not Reported 30 6%

467 100%

i

*Information not available in terms of date project established for

four projects with tax sharing agreements.

COUNTIES

Tax Sharing Percentage Established Established
Agreement Total Of Total Prior 1979 Since 1979

Yes 4 57% 0 4

No 3 43%

Info. Not Reported O 0%

7 'I00%
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Of the 158 city and county projects having tax sharing agreements,

detailed information on the agreements is available for 115 projects.

Of these 115 projects, 8B or 77% have agreed to share tax increment

revenue with counties. To a lesser extent, similar agreements have

been made with school districts, water districts, flood control dis-

tricts and fire districts. The table below identifies the percentage

of projects having agreements with specified taxing agencies. The

percentages shown total more than 100% in that any one project may

have tax sharing agreements with more than one taxing agency.

Percentage

Local Taxing Agency Having Agreement With Specified Agency

CQunty 77%

School District(s) 33%

Water District 30%

Flood Control District 27%

Fire District 25%

Other* 33%

*Includes the following local taxing agencies: sanitation district,

cemetary district, mosquito abatement district, conservation dis-

trict, hospital district and recreation and parks district.

The nature of the tax sharing agreements vary widely. In some in-

stances, the amount of increment that is shared with the taxing agen-

cy is a percentage of the actual amount that would have been received

if redevelopment had not taken place. In other cases, the amount is

a percentage of the total tax increment revenue actually generated.

In some cases, the amount to be shared remains constant while in

other cases, it will vary throughout the life of the project.
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The timing of the tax sha_tng ltkewfse varies• In some cases, the
!

sharing takes effect immediately, while in others it varies depend-

ing on either the amount iof tax increment revenue generated, the

number of years the project has been in effect, or the percentage

change in assessed value inlany given year.

Other miscellaneous types of provisions found in tax sharing agree-

ments include:

k

• Pass through of all increments received over projection of

increments to be generated.

• Assumption of maintenance and/or service costs directly

related to redevelopment activity•

• Pass through of increments generated as a result of inflation,

new construction not related to redevelopment and/or transfer

of ownership not rel ate_d to redevelopment.

i.

• Agreement to finance s_cffted capital improvements.
I

• Pass through of increments generated above a specified cap.

• Potential pass through: to school districts to offset any

losses incurred from chalnges in state funding of education.

I
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AMOUNT OF INDEBTEDNESS

With respect to indebtedness, data was collected on the amount of

- outstanding bonded debt to be repaid from tax increment revenue, as

well as outstanding debt from all sources. This information is

summarized below.

• BONDED DEBT ITAX ALLOCATION BONDS)--For city redevelopment

agencies, a total of $1,750,233,800was reported as outstanding

debt from tax allocation bonds for the fiscal year ending June

30, 1984. This amount was incurred by 305 project areas and

is to be repaid from tax increment revenue. The remaining 162

projects had not issued any tax allocation bonds as of June

30, 1984.

For county redevelopment agencies, no debt from tax allocation

bonds was reported for the fiscal year ending June 30, 1984.

Exhibit H on the following page shows the total amount of out-

standing debt from tax allocation bonds incurred from city

project areas on a county by county basis. Only those counties

where outstanding debt from tax allocation bonds was reported

are shown. These amounts are further broken down to show the

amount of bonded debt incurred from project areas established

prior to 1979 and since 1979.

As indicated in Exhibit H, the outstanding debt incurred from

tax allocation bonds within any county ranges from $180,000 in

Glenn to $975,150,000 in Los Angeles. With respect to the
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EXHIBIt H--INDEBTEDNESS FROM TAX

ALLOCATION BO_DS.IRCURRED BY COUNTY
I

1983-84

Debt incurred from Debt incurred from
Bonded Debt' Projects estab. Projects estab. .

County .Total (a) Prior to 1979 Since 1979
p

Alameda $ 40,265,000 $ 40,265,000 $. 0

Contra Costa 70,640,000 ; 70,840,000 0

Glenn 180,000 '. 180,000 0

Imperial 1,500,000' 1,500,000 0
;

Kern 6,130,000 6,130,000

Los Angeles 975,150,000 945,830,000 29,320,000

Marin 4,660,000 4,660,000 0

Merced 10,230,000 10,230,000 0

Monterey 8,935,000 8,936,000 0

Napa 6,200,000 6,200,000 0

Orange 128,860,000 114,975,000 13,885.,000

Riverside 59,660,0D0 34,550,000 25,110,000

Sacramento 825,000 825,000 0

San Bernardino 101,865,000 92,115,000 9,750,000

San Diego 36,170,000 36,170,000 0

San Mateo 21,360,000 14,850,000 6,500,000

Santa Barbara 7,0DO,O00 7,000,000 0

Santa Clara 224,333,800 212,933,B00 11,400,000

Solano 23,995,000 13,595,000 10,400,000

Sonoma 6,615,000 : 5,450,000 1,165,000

Tulare 1,550,000 : 1,550,000 0

Ventura 13,920_000 _ .. 13,920,000 0 "

TOTAL $1,750,233,800 $1,642,703,800 $107,530,000

(a) Source - California Municipal ;tatlstics.
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debt from tax allocation bonds incurred from projects estab-

lished prior to '1979 and since 1979, Exhibit H indicates that

94% or $1,642,703,800 of the bonded debt is attributable to

projects established prior to 1979. The remaining $107,530,000

was attributable to projects established in 1979 or later.

• TOTAL DEBT--For city redevelopment agencies, a total of

$3,496,690,246 was reported as outstanding debt from all

sources to be repaid from tax increment revenue. This amount

represents the total debt for 398 project areas. Information

was not reported for 45 projects, while 24 projects have

incurred no debt to date.

For county redevelopment agencles, a total of $3,561,925 was

reported as outstanding debt from all sources for Four project

areas• Information was not reported for one project, while

two reported no debt to date that is to be repaid from tax
increment revenue.

Exhibit I on the following page shows the total debt from all

sources incurred from both city and county project areas, on a

county by county basis• Only those counties where debt was

reported are shown. These amounts are further broken down to

show the amount of debt incurred in project areas established

prior to 1979 and since 1979.
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EXHIBIT I--TOTAL DEBT INCURRED BY COUNTY

1983-84

Debt incurred from Debt incurred from

Pro_ects estab. Projects estab.
Count_ TotalDebt Priorto 1979 In 1979or later

Alameda $ 91,780,560 $ 82,347,218 $ 9,433,342

Butte 6,000,000 6,000,000 0

Contra Costa 115,220,167 115,220,167 0

Fresno 61,138,247 40,015,018 21,123,229

Glenn 192,748 192,748 0

Humboldt 12,561,440 12,561,440 0

Imperial 3,250,000 2,150,000 1,100,000

Kings 2,694,945 1,728,945 966,000

Los Angeles 1,934,512,034 (a) 1,859,104,715 (b) 75,407,319 (c)

Marin 5,025,000 5,000,000 25,000

Merced 10,258,000 10,258,000 0

Monterey 32,506,198 24,350,801 8,155,397

Napa 6,200,000 6,200,000 0

Orange 216,983,066 190,019,854 28,963,212

Placer 110,000 0+ II0,000

Riverside 101,139,090 68,203,710 32,935,380

Sacramento 12,041,690 12,031,690 10,000

San 8ernardino 214,538,029 192,866,499 21,671,530

San Diego 154,529,561 144,024,044 10,505,517

San Francisco 28,000,000 28,000,000 0

San Joaquin 20,616,347 20,133,000 483,347 ..

(a) Includes $3,561,925 incurred from county projects.

(b) Includes $3,527,789 incurred from county projects.

(c) Includes $34,136 incurred from county projects.
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EXHIBIT I--TOTAL DEBT INCURRED BY COUNTY (Continued)

Debt incurred from Debt incurred from
Projects estab. Projects estab.

Count_ TotalDebt Priorto 1979 In 1979or later

San Mateo 49,774,569 14,850,000 34,924,569

Santa Barbara 92,419,080 92,419,080 0

Santa Clara 190,304,127 177,439,601 12,864,526

Santa Cruz 3,975,000 350,000 3,625,000

Shasta 3,632,000 1,500,000 2,132,000.

Solano 62,033,031 28,141,000 23,892,031

Sonoma 12,249,608 9,356,667 2,892,941

Stanislaus 2,409,O50 0 2,409,050

Tulare 9,024,679 9,204,679 0

Ventura 50,694,174 39,378,463. 11,316,711

Yuba 2,259,731 2_259,731 0

TOTAL $3,500,252,171 $3,195,307,070 $304,945,101

(a) Includes $3,661,925 incurred from county projects.

•(b) Includes $3,527,789 incurred from county projects.

(c) Includes $34,136 incurred from county projects.
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As indicated in Exhibit I, the total debt incurred within any

county ranges from $110,000 in Placer to $I,934,512,034 in Los

Angeles. With respect to the total debt incurred from proj-

ects established prior to )g7g versus since 1979, Exhibit I

indicates that 91% or $3,195,307,070 of the total debt incurred

is attributable to projects established prior to 1979. The

remaining $304,945,101 is attributable to projects established

in 1979 or later•

DIRECT RESULTS OF REDEVELOPMENT

The Community Redevelopment Law states that redevelopment is to be

used for the elimination of blight, the expansion of housing, and

the creation of jobs. This section examines the direct results of

redevelopment and the use of tax increment revenue.

Three specific areas of redevelopment activity have been surveyed in

order to initially assess the results of redevelopment. These areas

include the following:

. Housing Units elIminated and provided

• Con_ercialand industrial space provided

• Public buildings and facilities provided.

Each of these areas are examined in the following sub-sections•

• HDUSING--With respect to housing, redevelopment agencies were

asked to provide information regarding housing units provided

and eliminated. Of all the information requested, this was

the most difficult for redevelopment agencies to supply, pri-

marily due to outdated and inadequate records.
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As reported, a total of 46,931 housing units have been elimi-

nated to date from 443 projects, and an additional 8,561 units

are expected to be eliminated from 425 projects in the future.

In contrast, a total of 69,216 housing units have been pro-

vided to date in 439 projects, and an additional 132,643 units

are expected to be provided within 410 projects in the future.

This results in a net of 22,285 housing units currently pro-/
vided, with an additional net of 124,082 units to be provided

in the future.

These figures represent Only that activity which has taken

place within a project area. Some agencies have also been

directly responsible for providing housing units outside the

project area. These figures do not reflect this type of acti-

vity.

Where information was available, the following tables provide

specific information on the types of housing units eliminated/

provided. In that all agencies were not able to determine

this specific breakdown, the totals shown in the following

tables do not equal the total number of housing units eliml-

nated/providedor to be eliminated/provided in the future.

Housing Units Housing Units
Eliminated To Be Eliminated

Low Ver_ Low Other Total Low Very Low Other Total

Cities 12,069 11,941 3,139 27,149 4,091 2,085 681 6,857

Counties 266 16 0 282 232 0 .4 236

TOTAL, 12,335 11,957 3,139 27,431 4,323 2,085 685 7,093

Housing tJnlts Housing Units
Provided To Be Provided

Low Ver_ Low Other Total Low Very Low OCher Tota._l

Cities 26,450 6,062 19,611 52,123 21,622 4,143 89,768 I15,523

Counties 346 0 0 346 462 0 0 462

TOTAL 26,796 6,062 19,611 52,469 22,084 4,143 89,758 I15,985
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In addition tO housing units provided, information was col-

lected regarding the number of housing units rehabilitated.

For cities, this figure is 13,660. For counties, 54 housing

units have been rehabilitated to date.

• COMMERCIAL AND INDUSTRIAL SPACE--Redevelopment agencies

reported information on the square footage of new and reha-

bilitated commercial and industrial space that has been pro-

vided through redevelopment activity. This information is

displayed in the following table for both cities and counties.

Complete information was not reported for 108 projects.

Commercial (Sq. Ft.) Industrial(_. Ft.)
New Space Rehab. Space New Space Rehab. Space

Cities 97,468,058 12,189,376 75,753,133 2,509,331

Counties 4,DOO 3,562 10,400 D

TOTAL 97,472,058 12,192,938 75,763,533 2,509,331

Exhibits J, K, and. L on the following pages identify, on a

county by county basis, the (I) total number of housing units

eliminated, ('2)houslngunits provided, and (3) new and reha-

bilitated commercial and industrial space provided, respec-

tively. Exhibits J and K also provide a breakdown of the

total number of housing units eliminated/provided by housing

type (i.e., low and moderate income, very]ow, or other). The

totals do not equal the sum of the different types of housing

units eliminated/provided in that not all agencies were able

to provide the more specific breakdown by type of housing

unit. Only those counties where redevelopment activity is

occurring in these areas are presented.
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EXHIBIT J--HOUSING UNITS ELIMINATED AND TO BE ELIMINATED BY COUNTY

City Redevelopment Projects

Units Eliminated Units To Be Eliminated

County Total Low Ver_ Low Other Total Low Ver_ Low Other

Alameda 4,118 163 3,828 102 37 5 30 2.

Butte O ..............

Contra Costa 1,562 205 427 5 312 26 76 2

El Dorado O ...... 10 8 2 --

Fresno 1,373 703 .... 110 110 ....

Glenn ........

Humboldt 4 -- 4 ..........

Imperial O ..............

Kern O ..............

Kings 4 ..............

Los Angeles 20,122 3,603 1,387 740 4,716 2,334 1,252 445

Marin O ...... I .-.....

Merced 51 -- 13 38 ........

Monterey 666 255 115 25 ........

Napa 12 12 ............

Orange 662 530 24 103 244 _14 26 7i

Riverside 340 164 18 157 134 69 30 35

Sacramento 2,358 ....... 5 ......

San 8ernardino 50 14 2? 9 185 99 17 69

San Diego 709 645 4 IO 1,014 865 4 45

San Francisco 10,940 4,736 4,688 1,526 175 -- 175 --

San _oaquln I,I17 238 939 -- 30 15 15 --

San Mateo .6 5 .... 278 214 64 --

Santa Barbara 107 80 -- 27 45 38 -- 7

Santa Clara 562 311 IO0 -- 236 50 I00 --

Santa Cruz I .... I ........

Shasta O ...............

Solano 397 -- 1 396 ........
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EXHIBIT J--HOUSING UNITS ELIMINATED AND TO BE ELIMINATED BY COUNTY (Continued)

City Redevelopment Projects (cont.)

. Units Eiiminated Units.To Be Eliminated

Count_, Total Low Very Low Other Total Low Very Low Other °

Sonoma 428 -- .............

Stanislaus i ...... 1 I -- --

Tulare 421 286 135 -- 80 50 25 5

Ventura 493 !18 231 -- 601 g3 269 --

Yuba 0 ..............

Sub-Total 46,504 12,069 II,941 3,139 8,214 4,091 2,085 681

County Redevelopment Projects la)

427 266 16 -- 347 232 -- 4

Total 46,931 12,336 11,957 3,139 8,561 4,323 2,085 685

(a) Figures from Contra Costa and Los Angeles County redevelopment projects.
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EXHIBIT K--HOUSING UNITS PROVIDED AND TO BE PROVIDED BY COUNTY

Cit_ Redevelopment Pro_ects

Units Provided Units To Be Provided

County _ Total Low Ver_ Low Other Total Low Ver_ Low Other

Alameda 4,296 1,254 1,860 640 5,326 3,090 927 1,204

Butte 187 59 g3 35 45 45 ....

Contra Costa 5,175 1,122 423 1,023 5,896 633 63 1,450

E1 Dorado 0 .... 354 254 25 75

Fresno 2,173 730 612 171 861 203 227 20

Gl enn 0 ..............

Humboldt 302 15 .... ..

Imperial 0 ...... 100 100 ....

Kern 0 ...... 400 100 -- 300

Kings 0 --. ........ ._ ..

Los Angeles 25,653 9,680 1,245 10,403 18,278 6,328 1,250 9,519
Marln 0 ...... 24 ......

Merced 138 40 -- 98 .........

Monterey 404 404 .... 58 58 ....

Napa 0 -- ...... ....

Orange 3,772 1,477 133 1,279 3,597 918 38 1,812

Placer 40 40 ............

Riverside 1,505 460 115 930 15,466 2,091 155 12,920

Sacramento 2,596 ...... 2,050 ......

San Bernardino 4,947 2,328 184 1,260 52,155 .1,606 125 47,673

San Diego 2,057 830 369 766 10,179 L,g05 190 4,084

San Francisco 9,649 4,638 -- 2,258 5,746 995 320 4,431

San Joaquin 1,018 437 441 140 512 162 15 335

San Mateo 0 ...... 2,593 469 245 1,506

Santa Barbara 334 237 g7 -- 211 25 186 --

Santa Clara 1,659 1,438 30 191 2,283 1,193 225 865
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EXHIBIT K--HOUSING UNITS PROVIDED AND TO BE PROVIDED BY COUNTY (Continued)

City Redevelopment Projects (cont.)

Units Provided Units To Be Provided

Count_ Total Low Ver_ Low Other Total Low Ver_ Low Other

Santa Cruz • 48 .... 34 7 ......

Shasta 0 ...... 21 7 7 7

Solano 1,175 983 -- 192 3,012 14 -- 2,998

Sonoma 135 29 43 45 982 254 80 554

Stanislaus 0 -- .... 102 27 ....

Tulare 165 99 66 -- 80 50 25 5

Ventura 1,322 165 351 146 1,298 1,095 40 --

Yuba 0 ..............

•Sub-Total 68,750 26,450 6,062 19,611 131,651 21,622 4,143 89,578

Count# Redevelopment Projects (a).

466 346 .... 992 462 ....

Total 69,216 26,798 6,062 19,611 132,643 22,084 4,143 89,758

(a) Figures from Los Angeles County redevelopment projects.

58



EXHIBIT L--COMMERCIAL AND INDUSTRIAL SPACE PROVIDED BY COUNTY

Cit_ Redevelopment Pro_ects

Commercial (Sq. Ft.) Industrial (Sq. Ft.1
Count_ New Space Rehab.Space New Space Rehab.Space

Alameda 1,940,750 760,203 359,900 200,000

Butte 100,000 ......

Contra Costa 3,341,388 660,500 400,000 154,000

El Dorado 0 ......

Fresno 1,514,000 1,266,000 141,000 20,000

Glenn 96,275 30,000 ....

Humboldt 0 -- 30,000 --

.Imperial 5,000 10,000 ....

Kern 272,000 82,000 ....

Kings 0 -- 479,500 12,000

Los Angeles 47,638,685 4,406,413 36,037,383 1,203,381

Marin 1,009,212 "-.....

Merced 284,394 186,525 590,690 42,450

Monterey i,706,663 336,000 ....

Napa 0 ......

Orange 3,796,430 2,051,634 3,429,200 246,000

Placer 0 ......

Riverside 3,038,200 333,750 1,483,900 335,000

Sacramento 3,000000 800,000 ....

San Bernardino 7,055 594 325,690 2,724,116 3,500

San Diego 2,161 163 304,000 15,511,000 13,000

San Francisco 5,859 069 105,025 1,850,000 --

San Joaquin 900 000 60,000 ....

San Mateo 1,662 237 17,500 ....

Santa Barbara 619 483 ......

Santa Clara 7,667,481 191,449 9,331,444 250,000

SantaCruz 61,000 45,000 ....
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EXHIBIT L--COMmERCIAL AND INDUSTRIAL SPACE PROVIDED BY COUNTY (Continued)

Cit7 Redevelopment Pro_ects {Continued)

Commercial (Sq. Ft.) industrial (Sq. Ft.)
Count_ New Space Rehab_Space New Space RehabSpace

Shasta 300,000 80,000 ....

Solano 1,255,000 -- 2,600,000 --

Sonoma 1,766,681 8,000 -....

Stanislaus 0 ......

Tulare 135,700 -- 175,000 --

Tuolumne

Ventura 281,653 129,687 520,000 --

Yuba 0 -- 90,000 30,000

Sub-Total 97,468,058 12,189,376 75,753,133 2,509,331

Count_ Redevelopment Pro_ects (a)

4,000 3,562 10,400' --

Total 97,472,058 12,192,938 75,763,533 2,509,331

(a Figures from Los Angeles County redevelopment projects. ,l
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• PUBLIC BUILDINGS AND FACILITIES--The uses to which redevelop-

ment activity is applied with respect to public buildings and

facilities varies widely. The uses, however, tend to focus

primarily on public works such as roads, sewers, storm drains,

and sidewalks.

The table on the following page shows the percentage of proj-

ects reported to be involved in providing improvements in the

following areas:

- Public Works Improvements

- Public Buildings

- Parking

- Park and Recreation Facilities

- Other•

As indicated previously, public works improvements include

roads, sewers, storm drains, sidewalks and related improve-

ments. Public buildings include, among other things, police

and fire stations, libraries, city administration buildings

and convention centers. Park and recreation facilities range

from parks to community centers to marinas and related

improvements. "Other" includesmlscellaneous types of public

improvements not otherwise classified, such as landscaping,

historical preservation, museums, cultural centers, shopping

, malls and business plazas.

The percentages, when totalled, exceed 100% in that a single

project area may be involved in providing improvements in more

than one category. A total of 23B project areas (city and

county) indicated that public facilities/buildingswere a part

of their redevelopment activity. Percentages shown are a per-

centage of only these 238 project areas.

61



Percentage of Projects
T_,pesof Improvement Provldln9 Improvement

Public Works Improvements 47%

PublicBuildings 28%

Park and RecreationFacilities 22%

Parking 18%

Other 22%

For a more detailed review of the specific types of public facilities

and buildings provided through redevelopment activity, refer to

Appendices L and V of this report.
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CHAPTER IV--CONCLUS 10NS

This study has succeeded in compiling data on essentially every rede-

velopment agency and project in the State. It also provides, for the

first time, a comprehensive basis for comparison. Because a similar

study was conducted in the mid-1970's, and other data has been col-

lected since that time, this study offers an opportunity to assess

the impact of redevelopment and tax increment financing, and to begin

to draw conclusions in this regard, in doing so, it must be stated

that while every effort has been made to assure the accuracy of the

data contained herein, the history and circumstances of individual

projects has not been examined, nor have on-site inspections of rec-

ords or redevelopment project activities been made. Even so, the

data is complete enough to permit analysis and warrant the following

conclusions:

• The use of redevelopment and tax increment financing by cities

and counties continues to increase.

• Redevelopment is an important planning and financing tool for

cities, and there are indications that it may become a signif-

icant tool for counties.

• Redevelopment has resulted in significant accomplishments in a

relatively short period of time.

Redevelopment activity to date is economically feasible and

financially sound.

• The fiscal impact of redevelopment and tax increment flnancing

on counties has increased. This area should be monitored on a

continuing basis and additional safeguards should be provided

to assure that the cumulative impact of redevelopment and tax

increment financing results in an effective balance between the

need for county operating revenue and the long-term economic

development and revitalization goals of cities and counties

generally.
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• Redevelopment does not represent a significant cost to the

State, and the possibillty of State liability for indebtedness

is remote.

• Additional changes in the redevelopment process and the provi-

sion of additional financing authority may be appropriate•

However, while continued monitoring is important, regulation

of the redevelopment process is neither necessary nor war-
ranted•

• Additional training and information on a continuing basis

would be helpful•

Each of these points are discussed in detail throughout the remainder

of this chapter.

THE USE OF REDEVELOPMENT AND TAX INCREMENT FINANCING BY CITIES AND

COUNTIES CONTINUES TD INCREASE

A general awareness that cities and counties were increasingly using

redevelopment and tax increment financing led to the first compre-

hensive study of this subject in the mid-lg7O's. At that time, it

was learned that 146 cities and 6 counties had activated their rede-

velopment agency, and that 229 redevelopment projects were underway

in 111 cities and 2 counties•

This study results from a similar belief. Not only is there the

general awareness that cities and counties have continued to use

redevelopment and tax increment financing, but there is substantial

interest in the redevelopment activities of cities and counties

since the passage of Proposition 13 in 1978.
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By almostany measure,data collectedin conjunctionwith this study

indicatesthat the use of redevelopmentand tax incrementfinancing

by cities and counties continuesto increase. There are now 263

cities (approximately60% of allcities) and 10 counties(almost20)

of all counties)that have activatedtheir redevelopmentagency,and

467 redevelopmentprojectsare underway in 218 cities and 3 coun-

ties. Similarly,tax incrementrevenuehas grown from approximately

$50 million to $378 million during this period. Tax allocation

funds now total $1,750,000,000,and total indebtednessto be repaid

from tax incrementrevenueis $3,600,000,000.

At the time Proposition13 was passed,there were many who believed

that this measure would adversely impact redevelopment and that its

growth would be slowed. To the_contrary, of the 263 city redevelop-

ment agencies, approximately 40% were established after the passage
of Proposition13.

Similarly,all but 3 of the I0 county redevelopmentagencieswere

establishedsince 1979. With respectto redevelopmentprojects,42%

of the city projectsand 57% of the county projectswere established

sincethe passageof Proposition13.

REDEVELOPMENT IS AN I_ORTANT PLANNING AND FINANCING TOOL FOR CIT-

IES, AND THERE ARE INDICATIONS THAT IT'MAY BECOME A SIGNIFICANT TOOL

FOR COUNTIES

The importanceof the authoritygranted to cities and countiesby

both the State Constitutionand the Health and Safety Code lles in

the fact that redevelopmentis both a _anning and a financing
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tool. Tax increment financing gives cities and counties a way to

implement their plan.

To this point, cities have been the primary users of redevelopment

and tax increment financing. Perhaps this is to be expected in that

urban areas requiring revitalization and investment to encourage

economic development are predominately located within cities.

Regardless, the data collected in conjunction with this studycon-

firms that redevelopment and tax increment financing is now a very

important planning and financing tool for numerous cities in this

State. Not only is this seen in the growth of redevelopment agen-

cies generally, but the continuing use of this tool is also reflected

in the increasing number of redevelopment projects and project-

related indebtedness. Of particular,importance is the fact that

redevelopment and tax increment financing is being used bY cities of

all population sizes throughout the State. It is not just a tool

for small, medium, or large cities. Of the 263 city redevelopment

agencies, for example, there is a somewhat even distribution through-

out all population groupings, as follows:

Number of City
Population Grou_n_ Redevelopment A_encies

Under10,000 63
10 - 25,000 58
25- 50,000 66
50 - I00,000 50
Over100,000 26
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At the present time, counties receive a minor portion of total tax

increment revenue, and they account for a small percentage of total

redevelopment indebtedness. However, there are indications that

counties may increase their use of this planning and financing tool

in the future.

As with cities, counties in all population groupings are expressing

interest in the redevelopment process. This may be seen in the fol-

lowing table summarizing the population distribution of the 10 county

redevelopment agencies:

Number of County

Population Grouping Redevelopment Agencies
• P

Under 100,000 I
I00 - 500,000 3
500 - 1,000,000 4

1,000 - 5,000,000 1
Over 5,000,000 i

T_

While no county redevelopment agency (except San Francisco and

Sacramento which are combined city and county agencies) has issued

tax allocation bonds, there is at least one county that is actively

considering this alternative and others that are discussing it.

Also, approximately 20% of the counties in the State have activated

their redevelopment agency and, to one extent or another, are

receiving and utilizing tax increment revenue. These facts, coupled

with the reality that redevelopment is one of the few viable financ-

ing tools available to counties, suggests that the use of redevelop-

ment and tax increment financing by counties may increase in the

future.
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REDEVELOPMENT HAS RESULTED IN SIGNIFICANT ACCO_LISHMENTS IN A RELA-

TIVELY SHORT PERIOD OF TIME

One thing is clear from the data collected in conjunction with this

study--redevelopment leads to something. At least one project is

underway in the majority of city and county agencies, and the avail-

ability of tax increment revenue is making the elimination of blight

and community revitalization possible. Furthermore, significant

results, measured primarily by new construction and rehabilitation,

have occurred within a very short period of time.

The use of tax increment financing did not really begin .until the

early Ig70's when the Federal Government began phasing out its pro-

gram of urban renewal. Tax increment financing was viewed locally

as a replacement funding source, and over the past 15 years has been

a key part of the financing activities of redevelopment agencies

generally.

During this 15 year period of time, redevelopment agencies have

undertaken projects aimed at revitalizing urban areas, and they have

constructed or facilitated the construction of hous!ng, commercial

and industrial space, and public facilities generally. Critics of

redevelopment contend that much of this activity would have occurred

anyway, and that many of these areas were not truly blighted. There

is no question that some agencleshave abusedtheir authority by

establishing projects in areas where development was slated to pro-

ceed, and where blight, as viewed by most, was marginal at best. It

is beyond the scope of this study to analyze this question in

detail, and it is doubtful whether a firm conclusion could ever be

drawn even if the before and after circumstances of all individual

redevelopment projects were reviewed. However, all redevelopment
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agencies are required to act within a legal framework, and most have

competent legal counsel advising them. Furthermore, abuses have

become more difficult as the law has been amended and refined begin-

ning in the mid-lg70's, and all proposed projects and plan amend-

ments have been subject to public scrutiny since fiscal review com-

mittees were authorized in 1977. These activities, coupled with the

fact that relatively few lawsuits have been filed challenging the

legality of individual redevelopment projects, suggest that the vast

majority of the projects have been conducted within the spirit and

intent of the law.

Noting this, the accomplishments of redevelopment are impressive.

As reported by cities and counties in conju'nctionwith this study, a

total of 55,492 housing units have been or will be eliminated in

conjunction with redevelopment, while 201,859 housing units have been

or will be provided. The majority Of housing eliminated and provided

by agencies over the last 15 years was for very low and low income

households. This does not include additional housing that has been

provided outside of redevelopment project areas. In addition, almost

190,000,000 square feet of commercial and industrial space has been

constructed or rehabilitated, and the provision of a wide range of

public facilities and buildings are part of the redevelopment activ-

ity in over half of the redevelopment projects that have been estab-

Iished.

This level of economic activity is significant in itself. However,

the broader implications for individual communities and the State

are even more impressive. While it will never be possible to quan-

tify the extentto which blight has been eliminated, there is no

question but that this objective has been met by the redevelopment

activity that has taken place to date. In the mid-Zg70's, there

were redevelopment project areas where the assessed value had
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declined below the base year because of the obsolescence and dete-

rioration of property generally. This has been reversed by rede-

velopment activity in these areas. There are also many instances

where, through the activity of redevelopment, new vitality has been

injected into established residential and commercial areas that were

characterized by vacancies and economic inactivity in general. In

many instances, the investment of time and money made by redevelop-

ment agencies has made the development of property affected by poor

planning, multiple ownership, or physical limitations possible.

Not only has the encouragement of new economic activity resulted in

the elimination of blight, but it has produced a ripple effect that

most would view as being beneficial for the State as a whole. By

providing a stable source of financing in the form of tax increment

revenue, cities and counties throughout the state have been able to

leverage these dollars and, to this extent, maximize the results of

redevelopment. Not only is this true in terms of the ability to

service debt in conjunction with tax allocation bonds, but redevel-

opment agencies have also combined their tax increment revenue with

other one-time and continuing sources of revenue to further achieve

their objectives. Of the 221 agencies that have redevelopment proj-

ects underway at the present time, 98 agencies or approximately 45%

indicate that they have used other funding sources in conjunction

with tax increment revenue to accomplish their redevelopment goals.

Exhibit M on the following page summarizes the use made by these gB

agencies of other funding sources. Because some agencies have used

more than one source, the total indicated is greater than 98.

In addition, the ripple effect of redevelopment activity may be

expressed in terms of Job creation throughout the State. Job crea-

tion results in positive one-time and continuing economic impacts

for both the private and public sector.
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EXHIBIT M

OTHER FINANCING SOURCES USED BY REDEVELOPMENT AGENCIES

FinancinlSource Number of A1encies Utilizin_

Community Development Block Grants 36

Loan From City 33

Mortgage Revenue Bonds 31

Lease Revenue Bonds 13

Economic Development Grant 9

Certificatesof Participation 8

Industrial Development Bonds 6

Assessment District Bonds 6

Federal Grants 4

Private Notes 3

Loans from Bank 2 "

StateMarinaLoan 2

Urban Development Action Grants' 3

RevenueBonds 2

California Housing Finance Agency 2

General Obligation Bonds 2

Federal Aid-Urban (FAU) 2

State Grants 2

Job's Bill Grant 2

Developers Assistance 5

Farmers Home Loan I
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With respect to the private sector, one-time impacts are primarily

reflected by employment opportunities in (1) jobs directly related

to on-site and off-site construction; (2) Jobs indirectly related to

construction that are created in allied industries such as the sup-

pliers of lumber and wood products, concrete, plumbing, and asphalt;

and (3) Jobs in other local industries such as retail trade, whole-

sale trade, transportation and utilities, finance and insurance,

services, and local government. Continuing impacts in the private

sector result from jobs that Can be accomodated by the new commer-

cial and industrial space, as well as the multiplier effect on

employment in various industries resulting from the spending of

those working and living in the area.

Job creation can _e reliably estimated using employment multipliers

developed by the Lawrence Laboratory at the University of California

at Berkeley. Appendix W applies these multipliers to data submitted

in conjunction with this study and analyzes, in more detail, Job

creation attributable to the redevelopment activities of cities and
y

counties. In summary, the analysis indicates that the construction

of 69,216 housing units and 173,235,591 square feet of commercial

and industrial space has resulted in a total of 370,732 jobs over

the past 15 years, or 24,716 Jobs annually. This estimate of Job

creation is conservative for the following reasons:

• It allocates job creation equally over the past 15 years which

is the period of time when most redevelopment activity and the

use of tax increment revenue has taken _ace. However, the

activity is, in reality, much greater in recent years, and

most of the activity has been accomplished over the past

decade. To this extent, Job creation in recent years is
understated.
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• New construction wfthln redevelopment project areas is all

that is accounted for. The activities of redevelopment agen-

cies with respect to rehabilitation and construction outside

project areas, as well as new development in areas adjacent to

project areas, has not been considered.

• None of the projections consider job creation resulting from

the construction of public facilities and public improvements.

From the standpointof the publicsector,both State and local gov-

ernmentbenefltfrom the constructionactivityres_tlng from rede-

velopment. On a one-timeand continuing basls, constructionpay-

rolls,paymentsto sup_iers, and the'relatedspendingof individuals

generatetaxablepersonalincomeand taxablesales which contribute

to the two major sourcesof State revenue• Similarly,local publlc

agenciesreceivesalestax revenuefrom purchasesmade by buslnesses

and individualsduringthe constructionperiod,and they also receive

propertytaxes, sales taxes,and state subventionson a continuing

basis.

As indicatedin AppendixW, it is estimatedthat the State has aver-

aged approximately$43 million annuallyin personalincome tax and

sales tax revenue as a resultof the constructionof housingunits

and commercial/industrialspace in conjunctionwith redevelopment

activities. It is reasonableto assumethat this figureis at least

$go milliontodaywhen the followingfactorsare considered:

• The $43 million is an averagefigure over the past 15 years.

Becauseredevelopmentactivityhas been much greaterin recent

years, the amount receivedby the State today is correspond-

ingly greater. Allowingfor this difference,it is reasonable

to assumethat the State receivedhalfas much duringthe first
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half of the 15 year period ($21.5 million annually), and I I/2

times as much during the second half of the 15 year period

($64.B million annually).

• The $43 million average annual figure results from the con-

struction of housing units and con_nercial/industrial space

within redevelopment project areas. In addition, redevelopment

agencies have incurred $3.5 billion of indebtedness for public

buildings end other improvements. This additional construction

represents 37% of the $9.4 billion estimated total project cost

for the construction of housing units and commercial/industrial

space (see Appendix W). As such, it is the equivalent of an

additional $24 million annually ($64.5 million x 37%) in State

personal income tax and sales tax revenue.

. state personal income tax and sales _ax revenues resulting from

new construction in areas adjacent to redevelopment projects

have not been considered.

REDEVELOPMENT ACTIVITY TO DATE IS ECONOMICALLY FEASIBLE AND FINAN-

CIALLY SOUND

Perhaps the best indication that redevelopment activity is economi-

cally feasible is that its use by cities and counties has continued

to increase, even after the passage of Proposition 13 which reduced

the amount of tax increment revenue that would otherwise be avail-

able for expenditure in a project area. The amount of tax increment

revenue that is available has been sufficient to permit cities and

counties to implement and fund projects locally, and there is no

indication that serious financial problems have resulted in any of

the 474 redevelopment project areas.
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In this regard, it is important to note that this study has not

included a detailed review of redevelopment agency records. Thus,

. no attempt has been made to assess the financial solvency of indivi-

dual agencies or projects. It is also important to note that while

various financing methods and forms of indebtedness may be utilized

by a redevelopment agency to accomplish its objectives, the agency

itself is typically only liable for repayment of principal and

interest on tax allocation bonds it issues and for advances made to

it by its parent entity, thecity or the county. As indicated pre-

viously, redevelopment agencies have used other financing tools in

conjunction with tax increment revenue, but the source of repayment

is typically lease revenues, user fees, or other revenues related to

the project being financed. In these cases, the redevelopment

agency typically has no repayment responsibility. In fact, from a

technical standpoint, the primary obligation of the redevelopment

agency is repayment of debt associated with the issuance of tax

allocation bonds. While it would obviously be contrary to the plan

of the respective city or county, there would be no loss to inves-

tors if the redevelopment agency failed to ultimately repay the cash

advances of its parent city or county.

As indicated by data collected in conjunction with this study, i_he

total indebtedness of all redevelopment agencies for outstanding tax •

allocation bonds is $I,750,233,800. This indebtedness is attribut-

able to 305 project areas. On a statewide basis, there is ample

cash flow available to meet the annual debt service requirements for

this indebtedness. On the average, the annual debt service for the

$1.75 billion that is currently outstanding is approximately 10% or

$175 million. With $380 million in tax increment revenue available,

there is more than twice what is needed to pay annual debt service.

Several additional observations are important in this regard:
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• Of the $t.75 billion in outstanding tax allocation bonded

debt, 39% or $688 million is attributable to 7 project areas,

as follows:.

Redevelopment Redevelopment Tax Al1ocatlon

A1enc_/ Pro_ect Bonded Debt..

Irwindale City Industrial $ 50,000,000

Pasadena Downtown 58,000,000

Anaheim Alpha 64,ODO,000

SantaClara BayshoreNorth 66,245,000

Los Angeles Central Business District 79,250,000

San Jose Merged Area 114,080,000

Industry Civic-Rec-Indust. #I 256,695,000

$688,270,000

When ranked, there is a natural break in total indebtedness

between these 7 project areas and the next project area which

has a total indebtedness of $35,955,000. Taking these figures

into account, the remaining $1.06 billion in indebtedness is

spread over 298 project areas. This reduces the average

indebtedness for the 298 project area from $5.7 million to

$3.6 million, thereby providing additional assurance that the

projects are financially sound.

• Experts in the public finance community frequently indicate

that, as opposed to other long-term financing alternatives,

tax allocation bonds can often be the cheapest and most effi-

cient means of raising the capital necessary to stimulate

economic development locally. For many redevelopment proj-

ects, this Is particularly true since the general obligation

bond authority of cities and counties was effectively removed

with the passage of Proposition 13.
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• Although some redevelopment agencies have had difficulty meet-

ing debt service obligations, particularly after Proposition

13, there have been no defaults on tax allocation bond issues•

While total information is not always available, the market is

generally acquainted with the financial problems of individual

redevelopment agencies, and the underwriting of e bond issue

would be difficult where required coverages and adequate cash

flow was in question•

All of these factors reinforce the conclusion that redevelopment

activity to date is economically feasible and financially sound.

THE FISCAL I_PACT OF REDEVELOPMENT AND TAX INCREMENT FINANCING ON

COUNTIES HAS INCREASED. THIS AREA SHOULD BE MONITORED ON A CONTIN-

UING BASIS AND ADDITIONAL SAFEGUARDS SHOULD BE PROVIDED TO ASSURE

THAT THE CUMULATIVE Ill'ACT OF REDEVELOPMENT AND TAX INCREMENT

FINANCING RESULTS IN AN EFFECTIVE BALAN_ BETWEEN THE NEED FOR

COUNTY OPERATING REVENUE AND THE LONG-TERM ECONOMIC DEVELOPMENT AND

REVITALIZATION GOALS OF CITIES AND COUNTIES GENERALLY.

To fully assess the fiscal impact of redevelopment, a number of fac-

tors must be considered, as follows:

• The impact on total tax increment revenue, bonded debt, and

total debt, if certain projects are eliminated from the totals

• The extent to which development would or would not have

occurred without redevelopment
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• The anmunt of increased assessed value attributable to rede-

velopment as opposed to normal inflationary growth and proj-

ects that would have proceeded anyway

• The impact of tax sharing agreements

• Development that has occurred outslde a redevelopment project

area as a result of redevelopment activity generally

• Private investment and job creation, inside and outside a

project area, as a result of redevelopment activity

• Redistribution of existing economic base, as opposed to real

growth in the base

• The extent to which redevelopment activity has generated other

tax revenue (e.g., sales tax, hotel room tax, etc.).

Several of these factors require judgments over which reasonable

people can disagree. Others require data that is not and may never

be available. However, the data presented herein provides a start-

ing point for examining the question of fiscal impact, and it indi-

cates, among other things, that the fiscal impact on county govern-

ments is increasing.

Two indicators of fiscal impact on county government are the percent

of county assessed value that is frozen and the percent that frozen

assessed value represents of total county property tax revenue.

These two indicators are obviously related•

With respect to frozen assessed value, Exhiblt N on the following

page shows the total assessed value of property within each county,

the frozen or incremental assessed value within each county, and the
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EXHIBIT N--FROZENASSESSEDVALUE

AS A PERCENTOF TOTALASSESSEDVALUEBYCOUNTY

1983-84

1963-84 Percent
Frozen Assessed Total Assessed Frozen A.V.

Coun¢_ Value (a I Value (b) Of Total A.V.

Alameda $ 945,108,807 $ 32,850,301,132 2.9'_

Butte 117,841,115 4,416,66_,552 2.79

Contra Costa 1,184,740,414 27,024,666,644 4.4¢

Fresno 221,259,911 17o023,695,164 1;3_

Glenn 1,865,233 1,013,720,299 .2¢

Hu_'_ol_¢ B7,342,335 2,960,441,718 3._

Impertal 68,474,072 2,318,415,911 3.0'I.

Kern 84,578,500 25,124,380,979 .Bg

Ktngs 7,933,643 2,067,84B,408 .4Z

Los Angeles 12,643,968,564 227,738,903,B48 5.6_

Kertn 358,194,189 9,673,406,036 3.7_

Merced 122,110,603 3,990,313,459 3.19

Monterey ]87,277,534 9,685,735,578 1.9g

H_oa 68,916,024 3,456,466,590 2.0"_

Orange 3,122,914,946 77,168,759,668 4,09

RtverslUe 1,320,735,967 24,138,639,984 5.5_

Sacramento 598,830,291 21,193,402,695 2.8Z

San Bernardtno ],536,501,B24 26,516,267,841 "5.8¢

San D_ego 753,703,¢78 6],119,741,257 _.2_

San Francisco $ 127,034,319 $ 27,326,417,507 .5_

San Joaqutn 66,663,479 10,480,600,211 .6_

San Metro 385,699,761 25,472,065,347 1.5_

Santa Barbara " 302,296,293 11,330,941,827 2.?Z

Santa Clara 3,B53,415,934 50,267,604,226 7.I_
Santa CrUz 22,136,750 B,405,B89,Z90 .3_

Shssta 4,507,000 3,914,573,355 .1¢

Selene 278,572,866 6,990,012,337 4._

Sonoma 223,213,885 12,000,921,448 1.g_

Tulare 43,666,910 6,347,733,053 .?g

Venture 499,204,106 19,BBS,774,4BB 2.5g

Yuba 19_777wTB7 l1157t6621683 1.7Z

TOTAL $2B,927,331,023 $814,164,230,514 3.6_

(a) Ftgures In thts colua_ represent the amountof taxable assessed value tn a count? that ts reserved for the repey=ent
of redevelopment tndedtedness. It _s the amount of assessed value Increment wfthin project areas that ts over ann
above the bnse year, and }s genera]]? not available ¢o local tax_ng agencies for operating purposes unt_ all rede-
velopment Indebtedness has been Pepatd.

(b) Source: Financial Transactions of Counties;State Controller's Report; 1982-83.
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percent that the frozen or incremental value is of the total assessed

value. Only those counties having frozen assessed value as of June

30, 1984 are shown. As indicated in Exhibit N, the percentage that

the frozen assessed value is of each county's total assessed value

ranges from .1% in Shasta County to 7.1% in Santa Clara County, with

the median percentage being 2.5%. On a statewide basis, the percen-

tage is 3.6%. •

These percentages are significant when compared to those identified

nine years ago. In 1974-75, approximately $500 million in taxable

assessed value was frozen in a total of 27 counties. When adjusted

to reflect the current method of assessing property, this is the

equivalent of approximately $2 billion in assessed value. In

1983-84, approximately $29 billion in taxable assessed value was

frozen in 31 counties. In 1974-75, frozen assessed value repre-

sented less than I% of total assessed value in all but two cases,

and the highest percent was 1.5%. In 1983-84, the median percentage

was 2.5%, and all but 8 counties were at 1.0% or more. Several are

above 5%, as follows:

Percent
Frozen A.V.

County of Total A.V.

Merced 5.8%

Los Angeles 5.9%

Riverside 5.9%

San Bernardino 6.3%

Santa Clara 7.8%
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A related indicator is the extent to which• county property tax rev-

enues are used to finance the activities of redevelopment agencies.

This question is, of course, difficult to answer without analyzing

all of the factors that were previously referenced concerning fiscal

impact• However, the data does permit a comparison of tax increment

revenue with property tax revenue generally. In this regard, Exhibit

O presents, on a county by county basis, the tax increment revenue

generated within each county, an estimate of each county's share of

that revenue, the total property tax revenue received by each county,

and the percent that the estimated tax increment revenues are of the

coun:cy's property tax revenues. Only those counties where tax

• increment revenue has been generated, as of June 30, 1984, are shown.

As indicated in Exhibit O, the percentage that each county's esti-

mated share of tax increment revenue is of each county's total prop-

erty tax revenue, ranges from .1% in Shasta to 9.6% in Santa Clara.•

Most redevelopment agencies and projects are not individually creat-

ing fiscal problems for county government• While they are responsi-

ble for freezing the assessed value of property within their project

areas, offsetting considerations include the following:

• Since 1977, County fiscal review committees have been effec-

tive in negotiating tax sharing agreements which mitigate the

' fiscal impact of individual redevelopment projects on the

county.

• Changes in the law since the mid-lg70's have placed an

increasing responsibility on redevelopment agencies to justify

a proposed redevelopment project, and this Justification has

included a review of fiscal impact on affected local agencies.
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EXHIBIT O--PERCENTAGECOUNTY'SSHARF

OFTAX INCREHENTREVENUEIS OF TOTAl

PROPERTYTAXREVENUE

County's Share OF Estlmate of Ratto: County's
Total Property County's Share Share To Total

Tax Incremnt Tax Ray. Gener- OFTax Increment Property Tax Property Tax
County Revenue ated In County (a) Revenue Revenue 1982-83(b) Revenue

Alameda $ 13.332,329 28; $ 3,733,052 $ 99,979,011 3.7%

Butte 1,276,918 20Z 255,384 8,993,405 2.8%

Contra Costa 15,949,939 24% 3,827,985 65,936,962 S.8_

Fresno 2,778,705 30Z 833,512 50,966,469 1.6%

Glenn 21,033 33Z 6,941 3,293,554 .2%

Humboldt 1,243,755 32% 398,002 9,643,088 4.19

Imperial 758,711 32% 242,788 7,097,829 3.4S

Kern 1,041,952 42_ 437,620 90,547.732 .5Z

Ktngs 86,726 44% 38,159 8.520,287 .4%

Los Angeles 176,656,895 4Zg 74,195,896 933_331,614 7.9g

Matin 681,529 28% 190,828 27,295,052 .TZ

MePced 1,404,409 39% 547,720 15,043,057 3.6Z

Monterey 1,659,067 27% 447,948 25,027,039 1.8_

Napa 833,748 27% 225,I12 9,114.288 2.5¢

Orange 39,368,274 18_ 7,086,289 143,186,478 4.9¢

Riverside 13,528,517 27¢ 3,552,700 67,190,918 5.49

Sacj'amento 6,744,.989 3Eg 2,380,746 73,487,192 3.2g

San 5ePnardino 19,529,258 27¢ 5,297,200 71,354.014 7.4%

San Otego 10,028,111 24¢ 2,406,747 138,489,484 1.7% "

San Francisco 1,461,1_0 85% 1,242.003 226,618,866 .5¢

San Oonqutn 732,153 381; 278,218 38,585,518 .7%

San Mateo 4,080,904 24% 979,417 21,402,539 4.6¢

Santa Barbara 3.559,255 Z8¢ 996,591 30,770,155 3.2¢

Santa Clara 48,512,711 28% 12.613,305 130,889,416 9.6¢

Santa Cruz 283,802 27¢ 76,627 16,076,614 .5%

Shasta 45,070 25¢ 11,268 9,581,997 .1¢

Solano 3,268,020 35¢ 1,143,807 23,617,618 4.8_

Sonoma 2,790,558 33¢ 920,884 38,472.200 2.4¢

Tulare 462,930 41% 189,801 23,832,589 .8_

Ventura 5,881,682 2_*_ 1,646,865 56,213,642 2.9_

Yuba 205,636 37¢ 76,085 4,051,623 1.9Z

{a) Source: state Board of Equalization; 1882-53 Annual Report.

(b) Source: Financial Transactions of Counties; State Contro]lerms Report; 1982-83.
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• By adjusting statewide totals to allow for a few unusually

large projects, the minimal impact of most individual projects

is clearer. For example, it was shown earlier that the aver-

age bonded indebtedness per project was reduced substantially

if 7 projects are eliminated from the statewide totals. Simi-

larly, with respect to tax increment revenue, 24% or

$92,139,743 of the approximately $378 million in total tax

increment revenue was generated from 5 project areas, as

folIows:

City Project Tax Increment
Agency Name Revenue

Anaheim Alpha $11,668,851

Los Angeles Bunker Hill 15,567,398

Los Angeles Central Business District 16,698,137

Industry Civic-Rec-lndustr. #I 17,814,946

San Jose Merged Area 30)3g0,411

$92,139,743

As with bonded indebtedness, when the projects are ranked

there is a natural break in total tax increment revenue

between these 5 project areas and the next project area which

has total tax increment revenue of $B,375,652. Taking these

figures into account, the remaining $286 million in tax incre-

ment revenue is spread over 351 project areas. This reduces

the average amount of tax increment revenue for these 351 proj-

ect areas from $I,061,000to $815,000 per project area.

It is the cumulative impact of redevelopment activity within an

individual county that could lead to an imbalance between the need

for county operating revenue and the long-term economic development

and revitalization goals ofindividual redevelopment agencies within

the county. Thisshould be monitored because:
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• The size of individual redevelopment projects has increased in

recent years. As indicated in the previous chapter, the aver-

age size of a project area is 642 acres. However, of those

Projects that were establfshed prior to 1979 and Proposition

13, the average size of the project areas is 481 acres. Of

those projects established in 1979 or later, the average size

is 8_I acres.

It will be some time before the indebtedness of existing rede-

velopment projects is repaid and the current incremental

assessed value is returned to the tax rolls. For example,

when the last statewide study was completed in 1976, redevel-

opment agencies estimated that 95% of all pro_ects underway at

that time would be completed by 1985. This estimate referred

only to when the activities of redevelopment agencies would be

completed, and did not mean that all indebtedness incurred in

conjunction with these projects would be repaid by that time.

By contrast, and partially as a result of Proposition 13, most

of these projects are still active, and current estimates in

conjunction with this study indicate that indebtedness for the

average project will not be repaid until the year 2000 or _

later• At the same time, it should be noted that the number

of redevelopment agencies and projects has grown since the

1976 study• Redevelopment agencies have grown from t52 to

273, while redevelopment projects have grown from 229 to 467.

To the extent that some agencies and projects are just getting

underway, this will increase the amount of frozen assessed

value and extend the time until all indebtedness is repaid.

While the basic facts suggest that the fiscal impact on counties is

increasing, it is important to again note that this is only true to

the extent that net increases in assessed value would have occurred
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without redevelopment. In further studying this question, consider-

ation should be given to an overall limit on the amount of indebted-

ness an individual agency may incur. In the alternative, considera-

tion might be given to a limit on total redevelo_ent agency indebt-

edness that could not be exceeded within a county without approval

of the county, whenever the cumulative amount of incremental assessed

value is equal to a certain percent of county assessed value or its

equivalent in county property tax revenue. It may also be•appropri-

ate to extend the provisions of Section 33333.2 of the Health and

Safety Code to all redevelopment projects, thereby establishing a

limit on the total amount of tax increment revenue that may be.

utilized for redevelopment purposes.

REDEVELOPMENT DOES NOT REPRESENT A SIGNIFICANT COST TO THE STATE,

AND THE POSSIBILITY OF STATE LIABILITY FOR INDEBTEDNESS IS REMOTE

The primary fiscal impact of redevelopment and tax increment financ-

ing on the State occurs in two areas, as follows:

• School districts are subject to a revenue limit, and the law

guarantees school districts an amount of revenue annually that

is equal to their revenue limit. The State provides the dif-

ference between what school districts raise locally from the

property tax and the amount of the revenue limit. Thus, to

the extent a school district is.located within a redevelopment

project area, the State in effect reimburses the school dis-

trict for tax increment revenues that go.to finance the acti-

vities of the redevelopment agency.
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• The State provides redevelopment agencies with replacement

revenue for the business inventory exemption. In 1983-84,

this totalled $50.2 million. In the future, the State will

continue to guarantee this amount of replacement revenue to

redevelopment agencies, but its obligation will be reduced to

the extent that redevelopment agencies receive additional rev-

enue from the supplemental property tax roll.

In 1983-84, therefore, the fiscal impact on the State is represented

by the school portion of property tax revenue that went to redevelop-

ment agencies, plus the amount of business inventory replacement

revenue. If one assumes that all of the increases in assessed value

would have occurred anyway, and that none of the incremental assessed

value is attributable to the activities of redevelopment, which is

clearly not the case, the maximum fiscal impact on the State in

1983-84 is $163 million. This figure represents $113 million which

is the school portion of tax increment revenue when calculated on a

county by county basis Isee Appendix X), plus the $50 million in

business inventory replacement revenue.

As indicated, the $163 million assumes that all of the increases in

assessed value would have occurred anyway, and that none of the

incremental assessed value is attributable to the activities of

redevelopment. Such an assumption is clearly unrealistic. This

assignment has not permitted e before and after comparison of each

project area, but it is clear that redevelopmentagencies have

facilitated and made new development possible by a variety of acti-

vities including the assemblage of parcels and the provision of

needed public improvements that made private investment and develop-

ment economically feasible. While it will never be possible to

derive a specific figure on which everyone will agree, a conservative

estimate is that at least half of the increased assessed value is

attributable to the activities of redevelopment agencies. This, in
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itself, reduces the basic cost to the State from $163 million to

$81.5 million.

In addition, it is necessary to offset the basic cost to the State

with personal income tax and sales tax revenue resulting from rede-

velopment. When the Sg0 million In annual State revenue Is applied,

a positive cash flow of approximately $9 million results. This is

conservative to the extent that more than half of the incremental

assessed value is attributable to redevelopment, to the extent that

revenue estimates do not reflect new construction in areas adjacent

to redevelopment projects, and to the extent that State business

inventory subventions decline in the future.

In addition to the minor fiscal impact, the possibility of any State

liability for the indebtedness of individual redevelopment agencies

would appear to be remote.

Given the magnitude of redevelopment activity around the State, it

may be appropriate to request the Attorney General for an opinion

regarding State liability in the event of default. However, in con-

versations with bond counsel, municipal attorneys, and others quali-

fied to assess this question, there was general agreement that from

a str!ct legal standpoint, the State has no liability whatsoever in

the event of a default on tax allocation bonds. Tax increment rev-

enue 15 the only source pledged for repayment, and the State's lia-

blllty is no different than if a local agency were to default on

other types of bonds it may have sold.

There are some who are alleging that the State of Washington is

liable in conjunction with the recent default on bonds issued by the
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Washington Public Power Supply System. In addition, others would

suggest that the State might assume some liability if it acted

retroactively in a way that jeopardized the ability of local agen-

cies to service existing debt. For example, they suggest that there

could be an "impairment of contract" if the State were to rescind

the current business inventory exemption which local agencies may

have relied on when deciding to issue tax allocation bonds.

These questions are further reasons why an Attorney General's opin-

ion in this area may be appropriate. In the meantime, with more

than twice the amount of tax increment revenue available than is

necessary to service tax allocation bond debt, the possibility of

default would appear to be remote except in isolated instances.

ADDITIONAL CHANGES IN THE REDEVELOPMENT PROCESS AND THE PROVISION OF

ADDITIONAL "FINANCING AUTHORITY MAY BE APPROPRIATE. HOWEVER, WHILE

CONTINUED MONITORING IS IMPORTANT, REGULATION OF THE REDEVELOP_NT

PROCESS IS NEITHER NECESSARY NOR WARRANTED.

As indicated previously, additional legisiation may be desirable in

order to assure that the cumulative impact of redevelopment vrlthina

county does not result in an imbalance between the need for annual

operating revenue and the long-term economic development and revi-

talization goals of redevelopment agencies within the county. Sim-

ilarly, the results of this study suggest that some local agencies

do look at tax increment financing as a general financing tool and

that, because redevelopment plans Can be amended, there is a ten-

dency for projects to continue. In this regard, it may be appropri-

ate to consider a limitation on the frequency or magnitude of changes

that may be made to a redevelopment project once it is established.
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In additionto such further revisions to existing law, it would also

be helpful to broaden the long-term financing authority of local

agencies generally. For example, reliance on tax increment revenue

could be reduced in the future if cities and counties were author-

ized to issue general obligation bonds, or if significant State

funds wore made available for infrastructure financing•

While further revisions to existing law and additional financing

authority may be appropriate, nothing in this study suggests that

regulation of the redevelopment process is either necessary or war-

ranted• Rather, the following factors would argue against a regula-

tory process of any kind:

• Over time, both the courts and the leglslature have clarified

and refined the authority of cities and counties in the area

of redevelopment and tax increment financing. This has lira-

ited the authority of agencies generally and caused them to

assume responsibility for more specific planning and Justifi-

cation before a redevelopment plan can be adopted or amended•

Overall, it has minimized the opportunities for abuse.

• With the establishment of fiscal review committees, affected

local agencies have a forum for reviewing and negot|ating with

redevelopment agencies before a plan can be adopted or amended.

These committees have been increasingly effective in reaching

an acceptable compromise where controversy exists with respect

to a proposed redevelopment plan, and they have the ability to

sue in the event that the redevelopment agency is either arbi-

trary or capricious.
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