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JOHN CHIANG 

California State Controller 
 

September 10, 2013 
 

Julio Fuentes, City Manager 

Santa Clara Redevelopment/ 

  Successor Agency 

1500 Warburton Avenue 

Santa Clara, CA  95050 
 

Dear Mr. Fuentes: 
 

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

reviewed all asset transfers made by the Santa Clara Redevelopment Agency to the City of Santa 

Clara or any other public agency after January 1, 2011. This statutory provision states, “The 

Legislature hereby finds that a transfer of assets by a redevelopment agency during the period 

covered in this section is deemed not to be in furtherance of the Community Redevelopment Law 

and is thereby unauthorized.” Therefore, our review included an assessment of whether each 

asset transfer was allowable and whether it should be turned over to the Santa Clara 

Redevelopment Successor Agency.  
 

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

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

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

City of Santa Clara or any other public agencies have been reversed.  
 

Our review found that the RDA transferred $373,035,072 in assets after January 1, 2011, which 

included unallowable transfers of assets totaling $278,987,733, or 74.79% that should have been 

turned over to the Successor Agency. 
 

However, on May 22, 2012, the City of Santa Clara transferred $5,900,000 in unencumbered 

Low and Moderate Income Housing Fund cash to the Successor Agency under a short-term, no-

interest cash flow loan agreement. The loan agreement was approved by the Successor Agency 

Oversight Board. Therefore, the remaining unallowable assets totaling $273,087,733, or 73.21%, 

must be turned over to the Successor Agency. 
 

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

Bureau, by phone at (916) 324-7226. 
 

Sincerely, 
 

Original signed by 
 

JEFFREY V. BROWNFIELD, CPA  

Chief, Division of Audits 
 

JVB/kw 



 

Julio Fuentes, City Manager -2- September 10, 2013 

 

 

cc: Gary Ameling, Finance Director 

  City of Santa Clara 

 Jamie J. Matthews, Chairperson 

  Oversight Board 

  Santa Clara Redevelopment/Successor Agency 

 Vinod K. Sharma, Director of Finance 

  County of Santa Clara 

 Steven Szalay, Local Government Consultant 

  California Department of Finance 

 Richard J. Chivaro, Chief Legal Counsel 

  State Controller’s Office 

 Betty Moya, Audit Manager 

  Division of Audits, State Controller’s Office 

 Tuan Tran, Auditor-in-Charge 

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

by the Redevelopment Agency of the City of Santa Clara (RDA) after 

January 1, 2011. Our review included, but was not limited to, real and 

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

mortgages, contract rights, and any rights to payments of any kind from 

any source. 

 

Our review found that the RDA transferred $373,035,072 in assets after 

January 1, 2011, which included unallowable transfers of assets totaling 

$278,987,733, or 74.79% that should have been turned over to the 

Successor Agency. However, on May 22, 2012, the City of Santa Clara 

(City) transferred $5,900,000 of unencumbered Low and Moderate 

Income Housing Fund cash to the Successor Agency under a short-term, 

no-interest cash flow loan agreement. The loan agreement was approved 

by the Successor Agency Oversight Board. Therefore, the remaining 

unallowable assets totaling $273,087,733, or 73.21%, must be turned 

over to the Successor Agency. 

 

 

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

statewide elimination of redevelopment agencies (RDAs) beginning with 

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

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

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

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

 

ABX1 26 prohibited RDAs from engaging in new business, established 

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

Successor Agencies to oversee dissolution of the RDAs and 

redistribution of RDA assets. 

 

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

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

the Legislature’s constitutional authority to dissolve the RDAs. 

 

ABX1 26 was codified in the Health and Safety Code (H&S Code) 

beginning with section 34161. 

 

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

State Controller is required to review the activities of RDAs, “to 

determine whether an asset transfer has occurred after January 1, 2011, 

between the city or county, or city and county that created a 

redevelopment agency, or any other public agency, and the 

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

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

 

  

Summary 

Background 
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The SCO has identified transfers of assets that occurred after 

January 1, 2011, between the RDA, the City, and/or other public 

agencies. By law, the SCO is required to order that such assets, except 

those that already had been committed to a third party prior to June 28, 

2011, the effective date of ABX1 26, be turned over to the Successor 

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

with this order. 

 

 

Our review objective was to determine whether asset transfers that 

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

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

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

agency, and the RDA, were appropriate. 

 

We performed the following procedures: 

 Interviewed Successor Agency personnel to gain an understanding of 

the Successor Agency operations and procedures. 

 Reviewed meeting minutes, resolutions, and ordinances of the Santa 

Clara City Council, Redevelopment Agency of the City of Santa 

Clara, the City of Santa Clara Housing Authority, and the Santa Clara 

Stadium Authority. 

 Reviewed accounting records relating to the recording of assets. 

 Verified the accuracy of the Asset Transfer Assessment Form. This 

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

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

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

property, etc.). 

 

 

Our review found that the RDA transferred $373,035,072 in assets after 

January 1, 2011, which included unallowable transfers of assets totaling 

$278,987,733, or 74.79% that should have been turned over to the 

Successor Agency. However, on May 22, 2012, the City transferred 

$5,900,000 of unencumbered Low and Moderate Income Housing Fund 

cash to the Successor Agency under a short-term, no-interest cash flow 

loan agreement. The loan agreement was approved by the Successor 

Agency Oversight Board. Therefore, the remaining unallowable assets 

totaling $273,087,733, or 73.21%, must be turned over to the Successor 

Agency.  

 

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

section of this report. 

 

 

  

Objective, Scope, 

and Methodology 

Conclusion 
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We issued a draft report on April 2, 2013. Julio J. Fuentes, City Manager, 

responded by letter dated April 12, 2013 disagreeing with the review 

results. Subsequently, we issued a revision of Finding 1 on 

August 8, 2013. The City Manager responded by letter dated August 19, 

2013, disagreeing with the revised Finding 1. The City’s responses are 

included in this final review report as an attachment. 

 

 

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

Clara, the City of Santa Clara Housing Authority, the Successor Agency 

Oversight Board, and the SCO; it is not intended to be and should not be 

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

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

record when issued. 

 

 

Original signed by 

 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

September 10, 2013 

 

Restricted Use 

Views of 

Responsible 

Officials 
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Findings and Orders of the Controller  
 

On March 8, 2011, the Redevelopment Agency of the City of Santa Clara 

(RDA) transferred capital assets of land, improvements, leases, and 

subleases to the City of Santa Clara (City). According to the RDA 

Financial Statement for the period ending June 30, 2011, those assets 

were valued at $115,059,447 (see Schedule 1), excluding the value of the 

related leases and subleases, as follows: 
 

SCGCA Property*  (See note below) 

Theme Park Land  $ 73,532,992 

4949 Great America  8,860,000 

Conference Center Property  4,730,000 

North/South Parcels  3,185,000 

Southern Pacific  1,479,897 

Martinson Day Care  1,444,598 

Improvements  21,826,960 

Total  $ 115,059,447 

 

*NOTE:  The value of all assets, except those in the Santa Clara 

Gateway Cooperation Agreement (SCGCA), are from the values listed in 

the former RDA accounting records. A discussion concerning the value 

of the property in the SCGCA is given below.  

 

To accomplish those transfers, the City and RDA entered into an 

agreement under RDA Resolution No. 11-11 (RA). In exchange for the 

assets, leases, and subleases transferred, the City reduced the outstanding 

balance that the RDA owed the City under the SCGCA from 

$152,243,523 to $16,179,464. At the time of this review, no payments 

were made to the City by either the RDA or the Successor Agency for 

the remaining balance. 

 

In 2000, the City and the RDA entered into the SCGCA, under which the 

City intended to transfer three parcels of property to the RDA at such 

time as the RDA was required to lease each parcel of the property to a 

private developer. Only one parcel (Parcel 2) was transferred to the 

RDA, and the RDA never showed a value on its books for that property. 

The intent was to wait until all three parcels were transferred before 

putting a value on the books. The total property originally was acquired 

by the City in the 1960s. In 1999, the City entered into an agreement 

with the Irvine Company to develop the property in exchange for a 

ground lease that provided revenue to the City. Under the SCGCA, 

Parcel 2 and the lease were transferred to the RDA in exchange for the 

RDA’s agreement to continue to transfer lease payments to the City. 

 

  

FINDING 1— 

Unallowable 

property transfers 

to the City of Santa 

Clara 
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In 2005, the SCGCA was amended to establish a value of “between 

$72,000,000 and $101,000,000” for all three parcels, and to require the 

RDA to increase its payment to the City by the amount of the lease 

agreement revenues that the RDA was to be paid for the following 

properties: 

 Theme Park Land (Great America): The RDA acquired and 

developed this property using lease revenue bonds issued for that 

purpose. The RDA entered into a lease agreement with the previous 

and current operator of the Theme Park to pay off the bonds. 

Pursuant to the SCGCA amendment, once the lease revenue bonds 

were paid off in December 2005, the lease revenues would be paid to 

the City as payments toward the RDA’s purchase of the SCGCA 

properties. 

 4949 Great America (Hilton Hotel): This property was part of the 

property acquired by the City from the City Electric Department, 

which acquired it from a private party in 1965. It was transferred to 

the RDA in 1985 for development purposes. In 1999, the RDA 

entered into a lease with the hotel developer. All lease payments paid 

to the RDA were given to the City Electric Department’s Fund until 

2006, when the RDA agreed to pay the City $8,860,000 in RDA 

funds for the property and to pay future lease payments to the City. 

 North/South Parcels (Great America Theme Park Parking): The 

RDA acquired this property at the same time it acquired the 4949 

Great America property.  

 

The remaining properties transferred to the City under Resolution No. 

11-11 (RA) were, with the exception of the improvements, also owned 

by the RDA. The RDA, in accordance with Health and Safety Code 

(H&S Code) section 33396, entered into separate agreements with the 

City requiring any lease payments received by the RDA to be given to 

the City. Information about the properties is as follows: 

 Conference Center Property (including the Techmart Meeting Center 

and the Hyatt Hotel): The RDA acquired this property from the City 

in a 1984 agreement under which the RDA agreed to pay the City a 

total of $4,730,000 over 35 years with interest at 10% per year. In 

addition, any lease revenue related to the Techmart and Hyatt 

properties was to be transferred to the City for use as General Fund 

revenue. 

 Southern Pacific: The RDA acquired this property in 1995-96 from 

the Southern Pacific Transportation Company using low and 

moderate income housing funding. It was leased to Charities 

Housing for the construction of affordable housing for women and 

children recovering from domestic violence. The lease is for $1 per 

year. 

 Martinson Day Care: The RDA acquired this site (part of the 

conversion of the former Agnews State Hospital) from the State of 

California in 2003 using RDA funds and $1 million from the original 

developer. The property was then leased to the Santa Clara Unified 

School District for $1 per year. 

 



Redevelopment Agency of the City of Santa Clara Asset Transfer Review 

-6- 

The improvements are expenditures incurred by the RDA to upgrade or 

improve various City properties, including drainage, wetland mitigations, 

trails, and sidewalks, etc. Pursuant to H&S Code section 34167(a), assets 

of the former RDA are to be preserved to pay for enforceable obligations 

or to be used to fund core government services, including fire protection 

and schools. However, these assets cannot be used for either of these 

purposes because the RDA never actually acquired the asset that was 

being upgraded or improved. Therefore, the improvement expenditures 

are not subject to the provisions of H&S Code section 34167.5. 
 

However, all other assets transferred to the City in accordance with the 

agreement entered into under RDA Resolution No. 11-11(RA) are 

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

Successor Agency. In addition, lease payments made to City after 

December 31, 2010, must also be returned under H&S Code section 

34167.5 and 34167(a). 
 

In addition, it appears that some of the properties listed above also may 

be considered government-purpose or housing and are subject to the 

provisions of H&S Code section 34181(a) and (c). Under these 

provisions, the Oversight Board may transfer government-purpose assets 

to the City (or in the case of the Martinson Day Care property, to the 

Santa Clara Unified School District) and may transfer housing property 

to the City Housing Authority as designated under H&S Code section 

34176. These transfers are subject to approval by the DOF. See Finding 4 

for more information on housing-related assets. 
 

Order of the Controller 

 

Based on H&S Code section 34167.5, the City of Santa Clara is ordered 

to reverse the transfer of all properties covered by Resolution No. 11-11 

(RA), except for the $21,826,960 identified as improvement expenditures 

described in Schedule 1, and return them to the Successor Agency. The 

City also is ordered to return to the Successor Agency all lease payments 

related to these properties made from January 1, 2011 forward. The 

Successor Agency is directed to dispose of the assets in accordance with 

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

 

City’s Response to Draft Report 

 

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

April 12, 2013 (Attachment 1). Subsequently, the SCO issued a revised 

Finding 1 (Attachment 2) on August 8, 2013, and the City responded to 

the revision with a letter dated August 19, 2013 (Attachment 3). The 

SCO’s comments to the two responses are given below. 

 

City’s April 12, 2013 Response: Generally the revised Finding 1 

narrative adequately addresses many of the issues raised by the City in its 

response. The SCO comments will be limited to the issues that require 

additional clarification. 

 

 See City’s comments in paragraph 3 of its response to Finding 1. 
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SCO Comments  

 

The City’s comments regarding assets that may be considered 

housing is adequately addressed in the revised draft Finding 1 

narrative and in the Finding 4 narrative. 

 

 See City’s comments in paragraphs 4-6 of its response to Finding 1. 

 

SCO Comments  

 

The lease agreements between the RDA and third parties under the 

SCGCA do not qualify as a third-party exemption under H&S Code 

section 34167.5. 

 

 See City’s comments in paragraph 7 of its response to Finding 1. 

 

SCO Comments 

 

While the lease payments received by the City under the SCGCA 

have been used by the City as general fund revenue, it does not 

appear that this was intended to continue indefinitely as a revenue 

stream. As noted by the City, the 2005 amendment to the SCGCA 

clarified that the transfer of lease revenue to the City was intended to 

repay the City for the property it transferred to the RDA 

 

 See City’s comments in paragraph 8-9 of its response to Finding 1. 

 

SCO Comments  

 

The SCO agrees that the Southern Pacific Property, the Martinson 

Day Care Center, and the Conference Center Property were 

originally acquired by the RDA. However, while the remaining 

properties were originally acquired by the City, they were sold to the 

RDA under the SCGCA at a price agreed to under the 2005 

amendment. 

 

Also, the City’s assertion that the SCO’s authority under H&S Code 

section 34167.5 is limited to assets related to tax increment funding 

is incorrect. No such limit is listed in either that section or section 

34181 (as amended by AB 1484). 

 

 See City’s comments in paragraph 11 of its response to Finding 1: 

 

SCO Comments 

 

The SCO has no authority to order the Successor Agency and/or the 

Oversight Board to take any specific action on the disposition of 

assets or related agreements. Under the RDA dissolution legislation, 

the Department of Finance has sole authority to review and approve 

Successor Agency and Oversight Board activities. 
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City’s August 19, 2013 Response: Generally, the revised Finding 1 

narrative and the SCO comments regarding selected issues raised by the 

City in its April 12, 2013 response (see above) adequately address many 

of the issues raised by the City in its August 19, 2013 response. The SCO 

comments will be limited to those that required additional clarification. 

 

 See City’s comments in paragraph 2 of its response to Finding 1: 

 

SCO Comments  

 

The SCO has no authority to order the Successor Agency and/or the 

Oversight Board to take any specific action on the dispossession of 

assets or related agreements. However, we agree that the Successor 

Agency and the Oversight Board may consider the provisions of 

H&S Code section 34180(h) in determining the disposition of these 

assets and related agreements. As noted by the City, this will require 

the Successor Agency and the Oversight Board to use the ROPS 

process to seek approval by the Department of Finance. 

 

 See City’s comments in paragraph 8-11 of its response to Finding 1: 

 

SCO Comments 

 

SCO’s authority under H&S Code section 34167.5 extends to all 

assets transferred after December 31, 2010, by the RDA to the city or 

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

agency. This responsibility is not limited by the other provisions of 

the RDA dissolution legislation, including H&S Code section 

34167(d), which allowed the RDA to continue to make payment 

under enforceable obligations to private third parties. 

 

Also, as noted above, under H&S Code section 34180(h), the 

Successor Agency and the Oversight Board, with approval by the 

Department of Finance, may take action to reestablish all or part of 

the agreements (including leases), that are at issue in Finding 1. 

 

The Finding and Order of the Controller remain as stated.  
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On March 8, 2011, the RDA transferred $69,685,251 in cash to the City 

for existing and future capital improvement projects and construction of 

a new library. The $69,685,251 was based on June 30, 2011 RDA 

financial statements (see Schedule 2). To accomplish those transfers, the 

City and the RDA entered into agreements under RDA Resolution Nos. 

11-4 (RA), 11-5 (RA) and 11-6 (RA). 

 

According to the City, the following amounts were from RDA bonds 

issued at various times both prior to and after January 1, 2011, with the 

last issuance in May 2011: 
 

Tasman Drive Parking  $ 40,498,090 

Northside Branch Library  19,295,954 

Walsh Avenue Sewer  2,881,807 

San Tomas Aquino Creek Trails  589,248 

Convention Center Parking Improvements  183,620 

Improvements to Yerba Buena/Great America  1,848,931 

Total  $ 65,297,650 

 

Those projects appear to have been contractually committed to a third 

party prior to June 28, 2011 (some contracts were executed prior to 

January 1, 2011 and some were completed prior to June 28, 2011). The 

exception is the Northside Branch Library, for which contracted 

commitments were not made until January 31, 2012, and February 1, 

2012. Work on the library is nearly complete. As the library could be 

considered a government-purpose asset, the City need not transfer the 

building to the Successor Agency; however, the $19,295,954 in funds 

provided to the City for the library must be turned over to the Successor 

Agency. 

 

In addition, it appears that completed projects may have unexpended 

funds, and projects still in progress may have unexpended funds when 

completed. For example, the City entered into contracts prior to June 28, 

2011 with third parties to design and construct the Tasman Drive Parking 

project, totaling $29,835,587, and approved a contract related to the 

project after that date of $204,000. While additional expenditures may be 

required to complete this project, the full $40,498,090 may not be 

needed. 

 

The remaining $4,387,601 in cash is not identified with any project or 

source of funds, nor is there any indication that these funds were 

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

 

Pursuant to H&S Code section 34167.5, any cash asset transfers by the 

RDA to the City after January 1, 2011, that were not contractually 

committed to a third party prior to June 28, 2011, the effective date of 

ABX1 26, must be turned over to the Successor Agency for disposition 

in accordance with H&S Code section 34177(d) and (e). This includes all 

funding provided for the Northside Branch Library project, any 

remaining funds from the other projects, and the $4,387,600.49 in cash 

that is unidentified as to project or source of funds.   

 

  

FINDING 2— 

March 2011 

transfer of cash to 

the City 
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Pursuant to H&S Code section 34177(i) the Successor Agency is 

obligated to use these funds in accordance with the terms of the bond 

issue requirements.  Expenditures will need to be included on an ROPS 

and approved by the Oversight Board and the DOF. 

 

Also, it appears that some of the projects may be considered government-

purpose or housing under H&S Code section 34181(a) and (c). 

 

Order of the Controller 

 

Based on H&S Code section 34167.5, the City of Santa Clara is ordered 

to turn over the total funding provided for the Northside Branch Library 

project, any excess funding associated with the other projects listed 

above upon completion of the projects, and $4,347,601 of undesignated 

funds, as described in Schedule 1, to the Successor Agency. The 

Oversight Board is directed to dispose of these funds in accordance with 

H&S Code section 34177(d), (e), and (i), and section 34181. 

 

City’s Response to Draft 

 

See City’s comments in paragraphs 2 and 3 of its April 12, 2013 

response to Finding 2. 

 

SCO Comments 

 

We agree that the cash was transferred by the RDA to the City to 

construct the Northside Branch Library.  However, H&S Code section 

34167.5 allows such assets to be retained by the City if they have been 

“contractually committed to a third party for the expenditure or 

encumbrance of those assets.” The last date by which such contractual 

commitments must be in place is June 27, 2011 because this section 

became effective on June 28, 2011.  The City did not contractually 

commit these funds to the Library Foundation until January 2012, well 

after this date.  H&S Code section 34167.5 also states that: “The 

legislature hereby finds that a transfer of assets by a redevelopment 

agency during the period covered in this section is deemed not to be in 

the furtherance of the Community Redevelopment Law and is thereby 

unauthorized.”  The period referred to is any transfer made after 

January 1, 2011. 

 

See City’s comments in paragraph 4 of its April 12, 2013 response to 

Finding 2. 

 

SCO Comments 

 

The SCO has no authority to defer our order regarding the unencumbered 

cash of $4.3 million.  However, under H&S Code section 34177(i) the 

Successor Agency is required to use these funds in accordance with the 

intent of the bond covenants. 

 

See City’s comments in paragraph 5 of its April 12, 2013 response to 

Finding 2. 
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SCO Comments 

 

The SCO has no authority to defer our order regarding excess funds.  

However, our order does state the transfer should be made after the 

amount is determined after completion of the projects. 

 

The Finding and Order of the Controller remains as stated. 

 

 

On June 30, 2011, the RDA transferred $25,205,589 in cash to the City 

pursuant to cooperation agreements between the RDA and the City under 

RDA Resolution Nos. 11-4 (RA), 11-5 (RA) and 11-6 (RA). Of this 

amount, $25,000,000 is RDA bond proceeds from a May 2011 issuance. 

The RDA and the City agreed to transfer these funds to ensure that 

certain capital projects described in the Official Statement for the bonds 

are carried out. However, no contractual commitment of these funds was 

made prior to June 28, 2011. Pursuant to H&S Code section 34167.5 

these funds and the remaining $205,589 must be turned over to the 

Successor Agency for disposition in accordance with H&S Code sections 

34177(d) and (e). In addition, the Successor Agency must carry out any 

responsibilities associated with the bond funding pursuant to H&S Code 

section 34177(i). Any expenditure of these funds must be included on an 

ROPS and approved by the Oversight Board and the Department of 

Finance. 

 

Order of the Controller 

 

Based on H&S Code section 34167.5, the City of Santa Clara is ordered 

to reverse the transfer of the cash assets listed above, as described in 

Schedule 1, and return them to the Successor Agency. The Oversight 

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

section 34177(d), (e) and (i), and section 34181. 

 

City’s Response to Draft 

 

See City’s comments in paragraph 3 of its April 12, 2013 response to 

Finding 3. 

 

SCO Comments 

 

The RDA had no authority to transfer the bond proceeds to the City to 

“ensure the use of the bond proceeds for the purposes for which they 

were issued.” That responsibility is specifically assigned to the Successor 

Agency and the Oversight Board under H&S Code section 34177(i). 

 

The Finding and Order of the Controller remains as stated. 

 

  

FINDING 3— 

June 2011 transfer 

of cash to the City 
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The RDA made the following transfers of housing assets to the City of 

Santa Clara Housing Authority: 

 From January 1, 2011, through January 31, 2011, the RDA 

transferred housing assets listed at $136,866,103, to the Santa Clara 

Housing Authority, which had been designated as the local agency to 

receive such assets pursuant to H&S Code section 34176. The assets 

included some Low and Moderate Income Housing Fund cash. 

 On May 22, 2012, the City transferred $5,900,000 of unencumbered 

Low and Moderate Income Housing Fund cash back to the Successor 

Agency. To accomplish this transfer, the Successor Agency entered 

into a short-term, no-interest cash flow loan agreement with the City 

of Santa Clara, approved by the Oversight Board. The funding was 

used by the Successor Agency to pay debt obligations. The loan has 

not been repaid. 

 

Pursuant to H&S Code Section 34175(b), “[a]ll assets, properties, 

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

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

control of the successor agency, for administration pursuant to the 

provisions of this part. This includes all cash or cash equivalents and 

amounts owed to the redevelopment agency as of February 1, 2012.” In 

addition, pursuant to H&S Code section 34177(e), the Successor Agency 

is to dispose of all former RDA assets “…as directed by the oversight 

board…”. Also, pursuant to H&S Code section 34177(g) the Successor 

Agency is to “[e]ffectuate transfer of housing functions and assets to the 

appropriate entity designated pursuant to Section 34176.” Finally, H&S 

Code section 34181(c) requires the Oversight Board to direct the 

Successor Agency to “[t]ransfer housing assets pursuant to Section 

34176.” 

 

In this instance, the former RDA failed to comply with H&S Code 

section 34175(b) and did not transfer the housing assets to the Successor 

Agency. Until that transfer is made, the Oversight Board has been denied 

the opportunity to make a decision under H&S Code section 34181(c), 

and the original transfer to the Santa Clara Housing Authority by the 

RDA is unallowable. Therefore, the assets must be turned over to the 

Successor Agency pursuant to H&S Code section 34167.5. 

 

The City questioned whether the DOF’s lack of “objection” to the RDA 

housing asset transfers that were included on the report submitted by the 

Santa Clara Housing Agency as required by H&S Code section 34176(a) 

(2) means that those transfers are approved. The information that was 

required to be on the housing report related solely to transfers made after 

February 1, 2012 by the Successor Agency with the approval of the 

Oversight Board. In discussions with the DOF, the City concurred that 

the report was not intended to include transfers made prior to February 1, 

2012. 

 

  

FINDING 4— 

Unallowable 

transfers to the 

City of Santa Clara 

Housing Authority 
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Any unencumbered Low and Moderate Income Housing Fund cash 

received by the Successor Agency must be approved by the Oversight 

Board under H&S Code section 34181(c), and distributed to the County 

Auditor-Controller in accordance with H&S Code section 34177(d). The 

County Auditor-Controller is required to distribute the funds in 

accordance with H&S Code section 34188. 

 

Order of the Controller 

 

Based on H&S Code section 34167.5 the Santa Clara Housing Authority 

is ordered to turn over all housing assets (less the $5.9 million loan from 

the Low and Moderate Income Housing Fund), as described in Schedule 

2, to the Successor Agency. The Oversight Board is directed to dispose 

of all housing assets in accordance with H&S Code section 34181(c), 

including distribution of Low and Moderate Income Housing Fund cash 

to the County Auditor-Controller in accordance with H&S Code section 

34177(d).  

 

City’s Response to Draft 

 

See City’s comments in paragraph 1 through 5 of its April 12, 2013 

response to Finding 4. 

 

SCO Comments 

 

The SCO believes a complete response to the City’s comments has been 

provided in the narrative for Finding 4 in the draft report issued by the 

SCO and that no additional comment is necessary. 

 

The Finding and Order of the Controller remains as stated. 
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Schedule 1— 

Unallowable RDA Asset Transfers 

to the City of Santa Clara
1 

January 1, 2011, through January 31, 2012 

 

 

Capital Assets    

  Land  $ 115,059,447 

  Improvements   (21,826,960) 

Current Assets    

  Cash Transfer to the City for Capital Projects (Construction and Capital Improvements)   69,685,251 

  Cash Committed to Third Parties Prior to June 28, 2011   (46,001,697) 

  Cash Transfer to the City for Capital Projects   25,205,589 

Total Unallowable Transfers—City of Santa Clara  $ 142,121,630 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

_____________________ 
1 

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

Unallowable RDA Asset Transfers to the  

City of Santa Clara Housing Authority
1 

January 1, 2011, through January 31, 2012 

 

 

Current Assets    

  Cash  $ 63,452,234 

  Loan Receivables   66,310,099 

  Land Held for Resale   7,103,770 

  Cash Transferred to the Successor Agency   (5,900,000) 

Total Unallowable Transfers—Housing Authority  $ 130,966,103 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

_____________________ 
1 

See the Findings and Orders of the Controller section. 
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Attachment 2— 

SCO Revised Finding 1 
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Attachment 3— 

City of Santa Clara’s Response to 

Revised Finding 1 of Draft Review Report 
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