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SOLUTION NO.
-ADOPTED Ei`r 1E SACRAMENTO CITY COUNCIL ON DATE OF
March 9, 1982
FINDINGS r!.:LATING TO PROPOSED MERGER OF
R2DEVELOPMI,2 PROJECTS NOS. 2-A, 3, 4 AND 8

WHEREAS, by Resolution of even date herewith, the Redevelopment Agency of the City of Sacramento has instructed the
Interim Executive Director to prepare the necessary documentation and proceed with the amendment process leading to a merger
of Redevelopment Projects Nos. 2-A, 3, 4 and 3 of the Cit y of
Sacramento; and
WHEREAS, this merger will be effectuated pursuant to
the provisions of Article 12 of the Community Redevelopment Law
(Health and Safety Code §33450, et seq.); and
WHEREAS, the merger is sought for administrative purposes only and will not materially affect the scone of any of
the individual Projects.
NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE
CITY OF SACRAMENTO:
SECTION 1. The Council finds and declares that the
reports and information required by California Health and Safety
Code Section 33352 with respect to enactment of redevelopment
plans and required in certain instances by California Health and
Safety Code Section 33457.1 in the amendment of redevelopment
plans, are not warranted by the facts and circumstances surrounding the proposed merger.

MAYOR
ATTEST:
APPROVED
SY THE CITY COUNCIL

CITY CLERK
%--

MAR

9 1Q,-,2

QFFICE OF THE
CITY CLERK

RESOLUTION NO. 3-'72-"'
ADOPTED BY THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
ON DATE OF

March 9, 1982
TAX INCREMENT FINANCING PLAN
1982-1986

BE IT RESOLVED BY THE REDEVELOPMENT AGENCY OF THE
CITY OF SACRAMENTO:
Section 1. The financing plan for 1982 including
activities and funding levels as described in Exhibit II, is
hereby approved, subject to subsequent approvals of specific
programs.
Section 2. The financing plans for 1983-1986 as
described in Exhibit II is hereby a proved in concept only,
subject to annual updates and further planning.

p

Section 3. The Interim Executive Director is
authorized to proceed under State law to merge Projects Nos.
2-A, 3, 4 and 8.

CHAIRMAN
ATTEST:

r%46)0.
50: 1‘0e
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ATTACHMENT I

SACRAMENTO HOLLING AND REDEVELOPMENT AGENCY
January 4, 1982
Redevelopment Agency of the
City of Sacramento
Sacramento, California
Honorable Members in Session:
SUBJECT: Utilization of Tax Increment Funds in Years 1982-1986
SUMMARY
This report recommends the establishment of priority projects, funding
levels and a timetable for the expenditure of tax increment funds in
the years 1982-1986. It recommends .the expenditure of funds for replacement housing, the establishment of a revolving loan fund for acquisition of selected owner participation projects that are not being
developed, the preparation of plans, specific7i..tions and construction
of Phase I and II of the Old Sacramento Waterfront to act as a catalyst
for water-oriented commercial developers and the preparation of plans,
specifications and construction of the "U" garage next to the Travelers'
Hotel. The overall plan is consistent with previous staff recommendations. The report also includes answers to nine questions raised by
the Budget and Finance Committee (see Exhibit I).
This report, for the first time, presents tentative priorities for the
allocation of tax increment funds over the next five-year period. It
is a guideline that, upon adoption, will require yearly updates and
specific program proposals. Further refinement can be expected in the
future and adjustments made through more detaided planning.
BACKGROUND
A staff report dated August 4, 1981 (which had been apprzwed by the
Sacramento Housing and Redevelopment Agency (SHRA) Commi2.sicn) was
reviewed by the Budget and Finance Committee on Septemb4,:- ..- 1, 1981.
RECOMMENDED FINANCING PLAN 1982-1986
The recommended financing plan is similar to and consistent with the
earlier staff report of August 4, 1981, except for the following:
1. Revenue Estimates Are Up
The revenue projects of the August 4th report relied on the 1931
budget. This report incorporates revenues from the 1982 preliminary Agency budget. The 1982 figures are generally higher than
those projected earlier.
P.O. BOX 1834, SACRAMENTO, CA 95909 - 1 916) 444-9210 - 6ZiC I STREET, SACRAMENTO, CA 95814
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2.

Housing Mortgage Revenue Bond Funds Eliminated
As noted in the August 4th report, a total of $1:2 million was
recommended for use as a local Cit y share in the event the City
and County Mortgage Revenue Bond Program had to have a local injection of funds in order for the program to function. A number
of other California cities are contemplating local cash infusions
into similar programs. This activity, however, is being recommended for deletion because other portions of a local match were
not available and the Agency's bond underwriter has developed a
funding mechanism that relies on cash infusions by developers.
Local Sacramento developers who are interested have signed up,
placed cash deposits with the Agency and have agreed to this
approach.

3.

"U" Garage
The "U" garage is being recommended to be paid for in cash (50%
City, 50% tax increment-Agency) accumulated from operating revenues
and deposited in the parking facility account rather than a combination of cash and lease revenue bonds as recommended earlier.
This approach is being recommended because of the greater availability of funds than projected earlier, it is more cost-effective
and the Agency receives an immediate cash return on investment.

.4• Waterfront
The construction of Phase I and II is accelerated to begin in late
1982 instead of stretched out in sub-phases through 1984. This
was done because of the greater availability of funds, need to
reduce costs where possible due to inflation, and to act as an
immediate catalyst for private developers. It should be noted
that Phases III and IV are not recommended at this time. Staff
is recommending an incremental approach for financina these later
phases, e.g., local tax increment funds may be leveraged against
Federal or State grants or the private sector.
5. Old Sacramento Handicap Access
The problem of handicap access in Old Sacramento is being handled
by the Engineering Department of the Cit y . A consultant's study,
recently completed, indicated that a total of $435,000 will be
needed for corrections in Old Sacramento to meet various Federal
and State regulations. This cost is broken down as follows:
Ramps
Boardwalks
Alleys and Streets

$ 45,000
$ 73,000
$317,000
(2)
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Because c, f the need to comply under the law, $435,000 is being
recommended to allow for handicap access in Old Sacramento.
GENEPAL STRATEGY
This staff report, consistent with the August 4th recommendations, continues to Place a major emphasis on replacement housing for low and moderate income persons. Cutbacks by the present
Administration will probably continue for the next few years and
therefore local tax increments may be the only source of funds
for housing. However, the manner in which these housing funds
will be utilized will likely be different than before. In the
future, the local tax increment funds will be used, whenever
possible, to leverage other outside funds, e.g., various private
and public partnerships will have to be researched and developed
by the newly-Created Policy and Planning Unit. Financing mechanisms such as (if available) the use of SB 99 commercial and residential mixed use project to utilize a below-market interest rate
loan and further reduce the interest rate by the use of tax increment as a write down, is an example of a possible public/
private partnership Specialized housing such as congregate
living to fill in the gap between the Agency's regular housing
programs and private convalescent care will be researched and
recommended if appropriate.
2 Projects that create economic activity to the community and
Agency are also being recommended. These include the funding
of Phase I and II of the Old Sacramento Waterfront which can
act as a catalyst to spur private additional development of commercial, office and riverfront uses. The funding of the "U"
garage on the Travelers' Hotel block will not only fulfill a
legal commitment but enable the Agency to obtain a direct and
immediate cash return on its investment without resorting to
exvensive bonds or other debt financing. Placing a portion of
the Agency's tax increment portfolio into economic activities
which not only benefit, the community but benefit the Agency as
well seems to make good sense in these uncertain times and in
an are of diminshing resources.
The following are the recommended projects, priorities and funding
levels with the adjustments as outlined in this report,
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RECOMMENDED FINANCING PLAN 1982-1986
Activities
Year
Amount Available
(Uses of Resources)
1982 Carryover 1982
Fund Balance $7,143,806
1982 Estimated
Revenue
5,368,530
Total Resource $12,512,336

Itens in Agency 1982 Preliminary
Budget:
Ooerating Expenditures
Debt Service
Capital Improvement:
Replacement Housing
Waterfront Plan
Garage Art Work
Parking Control Equipment
Additional Proposed Item:
Agency Revolving Loan Fund
Reserves:
Committed to Debt Service
Contingency
Available for 1983

1983

$4,214,613 (carryover from
1982 reserves)
$7,107,890

+2,893,277

a. Agency Replacement Housing
b. Waterfront, Phase II
c. Handicap access for Old Sacramento
d. Reserves

1984

$4,157,502 (carryover from
1983 reserves)
$4,230,814

+ 73,312

Estimated
Cost

$1,478,019
1/
574,61G3,500,000
1,600,000 1/
300,000i-",
187,000-J
$7,639,629
1;500,000
1/
379,4 1 G100,000
2,893,277
$1,000,000
5,599,328
435,000
73,312

a. Agency Replacement Housing
b. Preparation of Plans and
Specifications for "U" Garage
c. Reserves

$1,000,000
400,000

$5,000,000
2,300,00G-2/
317,791

1985

$4,786,977 (carryover from
+2,830,814
1984 reserves)
$7,617,791

a. Agency Replacement Housing
b. Construction of "U" Garage
c. Reserves

1986

$4,486,958
317,791 (carryover from
1985 reserves)
$4,804,749

. a. Agency Replacement Housing
b. Reserves

2,830,814

$3,500,000
1,304,749

1/ Previously approved by Council action.
2/ $5,000,000 (total cost) - $400,000 (plans) = $4.6 4 2 =
$2.3 million as Agency Share. City to pay $2.3 million.
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REPORTS
The following are answers to qhestions raised by the Ludget and Finance
Committee:
1.

Exhibit II is transmittal of material received and reviewed by the
Housing and Redevelopment Commission.

2.

Exhibit III is the Agency Counsel's legal opinion on permitted
uses for tax increment funds.
A.

In summary, the appro p riate criteria for the determination of
whether a given expenditure is a permissible use of tax increment funds are as follows:
(1) The expenditure must be in repayment of an "indebtedness"
which is (a) for redevelopment activity as defined in
Section 33678(b) and (b) is a contractual obligation
which, if breached, would subject the Agency to damages
of other liabilities or remedies; and
(1) The expenditure (a) shall be made Pursuant to a general
or specific grant of substantive or programmatic power
and shall be capable of implementation under the grant
of administrative or ministerial power, and (b) shall
not have been specifically prohibited by the Agency.
Any proposed expenditure failing to meet both of the above
criteria shall be an impermissible expenditure of tax increment
funds.

B.

Report No. 3 concerns the "Fazio legislation" as it relates to
the proposed use of tax increments for housing.
As noted in Exhibit III, Opinion . of Counsel, Page 10, the "Fazio
legislation" allows the merger of existing Redevelopment Prc-ject
Areas only within the Cit y of Sacramento in order to alle,w the
expenditure of tax increment funds fm one Project Area to
another Project Area subject to certin conditions. To date,
this merger has not occurred and therefore there is no efiac-t.
The "Fazio legislation" (33460) has seen subsequently modified
with Article 16 which contains provisions fnr the merger of
Project Areas on a State-wide basis. Section 33489 gives
Article 16 the exclusive authority for merger of Redevelopment
Project Areas after January 1, 1981. This Article provides
for the merger of Redevelopment Project Areas if they result
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in substantial benefit to the public and assist in the revitalization of blighted areas. Twenty percent (20%) of all
tax increments shall be used for the construction or rehabilitation cf housing units for very low, low and moderate income
persons for a period of no less than 30 years. Construction
and rehabilitation also includes subsidies necessary to provide
housing for very low, low and moderate income households. The
Agency may use the housing funds inside or outside the Project
Area. A merger of Project Nos. 2-A, 3, 4 and 8 are recommended
as a part of the financing plan. A staff report will be prepared upon approval of this report with specific recommendations
pertaining to this merger.
3.

Report No. 4 is the Historical Displacement of Housing Units and
Payment of Relocation Costs since the inception of the project.
According to the staff memo contained in Appendix IV, the total
estimated number of dwelling units demolished is 1,845 with relocation payments totaling $1,501,188.

4.

Report No. 5 is the use of tax increments for certain operating
expenditures such as street sweeping and police services.
There does not appear to be any general or specific legislative
authority which would allow Redevelopment Agencies to maintain a
program for street sweeping or police services. Further, there is
nc indication of any contractual obligation, the breach of which
would give rise to damages or other remedies.
Since the findings above do not satisfy both of the tests as defined by Legal Counsel, we conclude the use of tax increments for
street sweep ing and police services is not legally permitted.
Activities such as street sweeping or police services could be
funded by using tax increments for capital im p rovement projects
in Redevelopment Project Areas which have been previously earmarked
to be funded by general revenue sources. These general revenue
monies could then be used for operations. The substitition of tax
increments to pay for a portion of the City of Sacramento's contribution towards the Museum and History Museum in Old Sacramento
is an example of this approach.

5.

Report No. 6 is the use of tax increments to finance proposed City
capital improvement projects.
Jack Crist, Director of Finance, in a memo dated December 16, 1981
states that he has reviewed the City of Sacramento's preliminary
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1981-1982 Capital Improvement 'Program, keening in mind the Chief
Counsel's legal opinion inclulng the need for attached indebtedness and non7operatinc uses, and concludes there are no City capial
improvement projects currently planned which could be funded by tex
increments in Redevelopment Prcject Areas. However, he did suggest
financing of the "U" garage which is already included in the recommended Plan as well as the new History Center which is not recommended as a priority at this time.
6.

Report No. 7 concerns feasibility of funding the parking structure
("U" garage) from operational revenues from the Operating Parking
Fund.
Les Frink, Traffic Engineer, estimates the "U" garage to cost approximately $5 million in 1984 and his memo dated October 15, 1981
(Appendix V) indicates that assuming a 50% split of the cost between
the Agency and City (similar to 1-5 garage) there would be sufficient
funds available from operating revenues to pay cash for the garage.
The Agency staff concurs and is recommending this approach because it
is cost-effective and allows the City and Agency access to immediate
and continued revenues.

7.

Report No. 8 is the use of tax increments to supplement Section 8
Moderate Rehabilitation Program and Commercial Rehabilitation
Program.
A. Section 8 Moderate Rehabilitation
In this Federal program the owner agrees to rehabilitate his
units at a minimum of $1,000 and leases it to the Agency for
15 years at up to 120% of fair market rent. The lease payments
would amortize the moderate rehabilitation loan. The program
was initially structured to be viable at interest rates of 12%.
Local interest rates halya been much hignar than 12% and therefore Sacramento, as well as man' other ties, has been experiencing a lack of response to this program. The Ar7ency staff
researched this problem extensively and reviewed the progrnce
with over a dozen other cities. Staff has determined that a
variable interest rate loan pro7,fram of $200,000 is needed tc
assist this program.
Early review indicated that this program oould not meet the
criteria established in the Opinion of Counsel and therefol:e
would not be eligible for tax increment funds. However, the
Chief Counsel has concluded that it does meet the criteria and
is eligible. However, based on the initial finding of noneligibility and faced with a deadline of June 1982 to complete
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the current allocation of units to the City or lose the units,
Agency staff made a decision to request Community Development
Block Grant (CDBG) funds. With the concurrence of the City
CDBG coordination a staff report will be heard by the Budget
and Finance Committee on January 12, 1982 recommending $300,000
from CDBG contingency for this loan program. If the need arises
at some future date, tax increments can be used to supplement
future allocations of Section 8 Moderate Rehabilitation funds.
B. Commercial Rehabilitation Loan Program
Section 33753.J of the Health and Safety Code has added recent
amendments which would allow for the implementation of a Commercial Loan Program within Project Areas under certain conditions.
"Residence" is defined as real property that includes residential structures, commercial or mixed uses of residential and
commercial. Prolects financed under this provision shall not
exceed 80,000 square feet of gross building area per development.
The loans would have to be made through a qualified mortgage
lender and the square footage of the commercial structure shall
not exceed 30% of the aggregate square footage of all of the .
commercial and residential structures within the Project Area.
This last provision would generally not allow commercial loans
to be made through tax increments in the Central Business District where the majority of the square footage is commercial.
It could allow loans to be made in traditional neighborhood
areas.
Inasmuch as the context of the question raised by Council Members related to the possibilities of using tax increment funds
for commercial loan purposes in the downtown area and the downarea's sauare footage exceeds the 30% aggregate figure of commercial and residential within Project Areas, we cannot find
any general or specific empowerment which would allow Redevelopment Agencies to develop and implement a downtown Commercial
Rehabilitation Loan Program using tax increment funds. Further,
there is no evidence of any contractual obligation, the breach
of which would give rise to damages or other remedies.
Since the fundings above do not satisfy both of the tests as
defined by Legal Counsel and with Counsel concurrence, we conclude that the use of tax increments for the establishment and
operation of a downtown Commercial Rehabilitation Loan Program
is not legally permitted.
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8. Report No. 9 concerns a strateg y for citizen paitication for thE:
downtown areas as it relates to the use of tax increments.
During the formulation of the p revious staff report dated August 4,
1981, presentations and discussions were held with two organizations noted below:
A.

SHRA Commission.

B.

Central City Advisory Committee.

It should be noted that the Central City Advisory Committee is made
up of 11 persons who represent a number of organizations including
the Downtown Merchants Association, Chamber of Commerce, Environmental Council of Sacramento and Capitol Area Renters' Fund.
Inasmuch as the recommendations contained in this report are essentially consistent with previous presentations and approvals received from the SHRA Commission and Central City Advisory Commit-tee
representing a broad spectrum of Central City groups, there does
not seem to be a need to devise another layer of citizen p articipation to review this re p ort. It is Agency staff's position that
adequate review has already taken place and any other review will
be redundant.
FINANCIAL DATA

See recommended financing plan.
VOTE AND RECOMMENDATION OF COMMISSION

At its regular meeting of January 18, 1932, the Sacramento Housing and
Redevelopment Commission adopted a motion recommending adoption of the
attached resolution. The votes were as follow:
AYES:

Coleman, Knepprath, Luevano, A. Miller,
Teramoto, Walton

NOES:

None

NOT PRESENT TO VOTE: Fisher
ABSENT:

B. Miller

VACANCY:

One
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RECOMMENDATION
The staff recommends adoption of the attached resolution of priorities
and funding plan for selected projects in the Central City.
. Respectfully submitted,

Ms

dA

WILLIAM H. EDGAR

Interim Executive Director
TRANSMITTAL TO COUNCIL:

WALTER J. SLIPE
City Manager
- Contact Person: Leo T. Goto

RESOLUTION NO.
ADOPTED BY THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
ON DATE OF

ADOPTION OF PRIORITIES AND FUNDING PLAN
FOR SELECTED PRO,TECTS IN THE CENTRAL CITY

BE IT RESOLVED BY THE REDEVELOPMENT AGENCY OF THE
CITY OF SACRAMENTO:

Section 1. The priorities, stecific projects, timetables and funding plan for tax increment moneys for the years
1982 to 1986, as recommended in the staff report dated January 4,
1982, as attached, is hereby approved.

CHAI RMAN
ATTEST:

SECRETARY

EXHIBIT I

SACRAMENTO HOUSING AND REDEVELOPMENT

AGENCY

September 2, 1981

TO

Budget and Finance Committee

FROM:

Wi11.arn H. Edgar, Interim :Execntive Diret;tor

SUBJECT: Tax Increment Follow-Up Reports Processed to
Budget and Finance Committee Meeting of Sept. 1, 1981
In accordance with the action of the Budget and Finance
Committee, the staff has been requested to prepare the
following reports:
I. Report Re: Transmittal of Material Received and Reviewed
by the Housing and Redevelopment Commission
This item will be prepared by Leo Goto's staff.
2. Legal Opinion Re: a) Legal and Permitted Uses for Tax .
Increment Funds; and b) Legal Review of the "Fazio Legislation" permitting Tax Increments for Housing Outside
Project Areas
I have asked Brent Bleier to take the lead in reviewing
Dick Hyde's Previous opinion regarding this matter to
prepare his legal opinion of the same. This should be
reviewed and concurred in by the City Attorne y as they
will be used by both the Agency and City staff.
3.

Report Re: Evaluation of "Fazio Legislation" as it
Relates to the Proposed Use of Tax Increments for Housing
After the legal opinion has been prepared by Mr. Bleier
and Mr. Jackson, Leo Goto will evaluate our housing proposals in light of that opinion.

4.

Report Re: Historical Displacement of Eousing Unj.ts and
the
Payment df Relocations Costs Since the Inception
Projects
Leo Goo's staff ;all' prepare this report.

5. Report Re: Use of Tax Increments for Certain Operating
Expenditures Such as Street Sweeping and Police Services
When the above mentioned legal opinion is prepared, Leo
Goto's staff will review these proposed expenditures in
light of that opinion.
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6.

September 2, 1981

Report Re: Use of Tax Increments to Finance Promosed
City Capitol Improvement Projects
After the above mentioned legal o p inion is prepared, I
have asked Jack Crist and Bob Leland to anal y ze the
proposed City Capitol Improvements projects in view
of the legal opinion.

7.

Report Re: Feasibility of Funding the Parking Structure
("U" Garage) from Operational Revenues from the Operating
Parkina Fund
I will ask Les Frink and Jack Crist to prepare an analysis
of the feasibility of this proposal.

8

Report Re: Use of Tax Increments to Supplement Section 8
Moderate Rehabilitation Program as well as Initiate a
Commercial Rehabilitation Program
Leo Goto's staff will prepare this report.

9.. Report Re: Proposed Strategy for Citizen Participation for
the Downtown Area as it Relates to the Use of Tax Increments
Leo Goto's staff will prepare this report.
Since there is a considerable amount of work and analysis required to complete these reports, it is estimated that they
will be ready for committee review in approximately 30 - 60
days. We will, however, work hard to complete them as soon
as possible. Unless I hear to the contrary, I will assume that
the above meets with your approval.
-2Q4.,44 FelvA
WILLIAM H. EDGAR
Interim EXecutive Director
WHE/drn
cc: Walt Slipe
Jim Jackson
Jack Crist
Bob Smith
Brent Bleier
Leo Gator-Joan Roberts
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

August 4, 1981
Redevelopment Agency of the
City of Sacramento
Sacramento, California
Honorable Membe ,-s in Session:
SUBJECT: Recommendations of the Utilization of Tax Increment
Funds In Years 1981-1985
SUMMARY

This report regards the establishment of a long-range plan to
develop priorities and a policy direction for the future utilization of tax increment funds in the downtown area. The attached
resolution recommends as .a first priority the funding of replacement housing, subsidy for the mortgage revenue bond program, the
development of a revolving loan fund for Central City site acquisition, and architectural/engineering service fees for plan approval of the Old Sacramento waterfront and professional service
fees for the preparation of plans and specifications for Phase I
and II in 1981. Financing of replacement housing, the revenue
bond program and waterfront activities are designated as priority
items in years 1982 and 1983. The completion of Phase II of the
waterfront, additional replacement housing funds and a new item,
innovative housing programs, are the planned work activities in
1984. Finally, the Partical financing of the "U" Garage has been
designated as a 1985 activity along with replacement housing.
BACKGROUND
A.: the recuest of th udget and Finance Committee, a staff repc)1:t
was presented to the Planning Development/Old Sacrament Commit-zee
on May 4, 1921 concerning the possible continuation 0± the repinf:ement housing program through the ase of Project Oc. 2-f. tax incr-ament funds, an analysis of the net availabilit y of tax increment
funds projected per year in the downtown area and general information on project close-outs and Uses of tax increment funding (see
Attachment 1). At that meeting the PD/OS Committee requested that
Legal Counsel prepare a detailed description of the legal obligations of parking commitments in the downtown area and a simplified
report on the alternative scenarios for possible future tax increment projects. This additional information was prepared and presented to the PO/OS Committee at its June 4th meeting (see Attachment 2).
P. 0. BOX 1224, SACRAMENTO. CA 95809 - (916)
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As mentioned in previous reports, there is not enough money
available to fund all projects, therefore, a financina plan
must be developed to provide priorities for funding based on
anticipated revenues-. The estimated amount of funds available
for new projects and not currently committed by year are detailed
in Attachment 3. A summary is presented below:
Estimated Amount
Available for
New Projects/Year

Year

$

1981

Total

Total

Total

Total

Total
1/

743,023 1/
4,365 ' 7421/
1,902,8011,174,428
37,600

$8,223,594
$

1985

Parking Fund
Project 2-A
Central City
Reserve

891,475
853,000
1,151,400
97,600

$2,993,475 (say $3.0 million)
$

1984

Parking Fund
Project 2-A
Central City
Reserve

614,068
807,000
744,250
1,807,600

$3,972,918 (say. $4 million)
$

1983

Parking Fund
Project 2-A
Central City
Reserve

634,570
1,093,669
1,563,676
790,811

$4,082,726 (say $4.1 million)
S

1982

Identity of
Source

Parking
Project
Project
Central
Reserve

Fund
2-A
4
City

(say $8.2 million)

817,325
1,197,917
507,600

Parking Fund
Central City
Reserve

$2,522,842 (say $2.5 million)

Assumed new Dona issue)

(15)
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(Note: These figures have been amended since the June 4th report. .
The changes are a result of two conceer•nees: the release of the
SERA final budget which provided more firm figures fer anticipated
revenues for the Agency for years 1981 and 1982 and per Bond Counsel
direction, a more conservative process has been utilizated to compute estimated bond proceeds from tax increment bonds.)
Accompanying this table, three financing alternatives were presented
to the PD/OS Committee to provide a framework for the establishment
of project priorities for funding (see Attachment 2 for a complete
breakdown of the three alternatives). Upon discussion of these
alternatives, PD/OS Committee recommended the selection of Alternative No. 3 as the preferred priority and development strategy for
the use of the projected tax increment funds. This alternative Involves the funding of the same items enumerated in the May 4th retort, i.e., waterfront, "U" Garage and housing but in a different .
priority ranking (i.e., begin emphasis on housina). In addition,
this alternative adds twc new projects, supplemental funding of the
mortgage revenue bond program and the establishment . of a revelving
loan fund for acquisition and resale of selected structures located
in Redevelopment Project Areas.
The need for these new projects becameapparent recently after the
May 4th report was written. They include the probable need to include local funds to assist any future mortgage revenue bond issue
for low and moderate-income persons. This possibility came about
because of a recent change in the Federal regulations which changes
and decreases the amount of funds used to pay for administration,
sales and consultentsfrom 2.5% to 1%. Discussions with Bond Counsel
and underwriters indicate it may be very difficult, if not impossible,
to float any future bonds unless the local community assists in its
financing. Community Development Block Grant (CDBG) funding is being
researched, however, assuming a continuation of the revenue bond
program is desirable, funds have been set aside in this alterative
in case they are needed. An estimated $50e,J00 may be needed to
Tinanc7! end leverage a $5C miliecn bond issue per yea ,: for a ehtueyear time period.
The other recommended new project is the establishment of a shoree
term revolving loan fund to acquire sele•ted sites that are currently
in privana hands fcr for various reasons emet he purchased by ehe
a gency and then turned over to new developers. These include aancna,
Enterprise and Traveler's Hotels as well as future new Agency-owned
Redevelopment Area projects. The largest of these projects is estimated to be $1 million, which is within the projected budget. The
Agency does not have funds currently available to purchase the last
remaining sites te eomplete the Redevelopment projects. This program will fill a needed gap and be used after the Redevelopment
project is closed out for other projects to be determined at that
time.
( 1
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Redevelopment Agency of the
City of Sacramento
August 4, 1981
Page Four
The last project was previousl y mentioned in the Ma y 4th report,
i.e., docks plan. It is staff's recommendation that
be carried
out without public funds but that it be included as a project to
be started in the near future.

it

In addition, due to the change in the overall amount of Projected
revenues as indicated above, staff has added another item (in
keepin g with the priority for housing) for an innovative housing
program in 1984. These funds will be used to provide flexible financing approaches for the development of affordable housing programs which leverage private and public sector funds. Due to the
increasing shortage of affordable housing for the low-income sector
of the community and a decrease in the amount of funds available in
conventional housing programs, staff must begin to take the initiative to plan and develop new strategies to meet this housing dilemma.
These funds have been set aside for this purpose. Details of this
program will be formulated and presented for ap p roval in 1983.

The chart below presents the recommended financing plan for years
1981-1985:
Amount

Amount
Year Available
1981 $4.1 million

Action

(Million)

$1.0
Agency housing
.5
Housing (revenue bond)
1.0
Revolving loan fund
No cost
Begin docks project
by private sector
.4
e. Waterfront plan approval and preparation of
Phase I and II plans
and specifications
1.2
f. Reserves

a.
b.
c.
d.

a. Housing (revenue bond)
1982 $4.0 million new bonds
+1.2 million 1981 reserves b. Agenc y housing
c. Waterfront - Phase I/
$5.2 million
Remove Wall, Stabilization of Phase II
d. Reserves

.5
3.0
1.6

a. Agency housinq
million new funds
million 1982 reserves b. Housing (revenue bond)
c. Waterfront (Phase II
partial)
d. Reserves

1.0
.2
1.8

1983 $3
+1

.1

.1
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Redevelopment Agency of the
City of Sacrarento
August 4, 1981
Zage Five
1984 S8.2_million
. a. Agency housing
$3
+ .1 million. 1983 reserves b. Wate:cfront (Phase II
$8.3 million
bdrtial)
c. Innovative housing pro- 2.7
gram
1985 $2.6 million

a. Housing
$1.6
b. "U" Garage
1
(Remainder of Garage funded by
lease revenue bond)

FINANCIAL DATA

See staff-recommended financing plan.
VOTE AND RECOMMENDATION OF COMMISSION

At its regular meeting of August 3, 1981, the Sacramento Housing and
Redevelopment Commission adopted a motion recomnending adoption of
the attached resolution. The votes were as follows:
AYES:
NOES:
ABSENT:
RECOMMENDATION

The staff recommends adoption of the attached resolution of priorities and funding plan for selected projects in the Central City.
Respectfully submitted,
ty.r.
k)..221.440
WILLIAM H. EDGAR
interim Executive Director
TRANSMITTAL TO COUNCIL:

WALTER J. SLIPE
City Manager
Contact Person: Led T. Goto
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RESOLUTION NO.
Adopted by the Redevelopment Agency of the City of Sacramento

ADOPTION OF PRIORITIES AND FUNDING PLAN
FOR SELECTED PROJECTS IN THE CENTAL CITY
BE IT RESOLVED BY THE REDEVELOPMENT AGENCY OF THE CITY
OF SACRAMENTO:
Section 1. The Redevelopment Agency approves the priorities, specific projects, timetable and funding plan as recommended
in the staff report dated August 4, 1981.

CHAIRPERSON
ATTEST:

SECRETARY

EXHIBIT III

OPINION OF COUNSEL

ON

CRITERIA FOR DETERMINING PERMISSIBLE

EXPENDITURES OF TAX INCREMENT MONEYS

, BRENTON A. 3LEIER, CHIEF COUNSEL

Redevelopment Agency of the City of Sacramento
Redevelopment Agency of the County of Sacramento

December 14, 1981
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TO:

Redevelopment Agency of the City of Sacramento
Redevelopment Agency of the CCuntfof Sacramento

FROM:

Brenton A. Bleier, Chief Counsel

SUBJECT: Criteria for Determin i ng Permissible Expenditures
of Tax Increment Moneys

QUESTION PRESENTED
What are the appropriate criteria for determining permissible expenditures
of tax increment moneys allocated to the Redevelopment Agency pursuant to
Health and Safety Code Section 33670?

CONCLUSION
The appropriate criteria for the determination of whether a given expenditure is a permissible use of tax increment funds are as follows:
1.

The expenditure must be in repayment o f an "indebtedness" which is (a)
for redevelopment activity as defined in Section 33678(b) and (b) is a
contractual obligation which, if breached, would subject the Agency to
damages or other liabilities or remedies; and

2.

The expenditure (a) shall be made pursuant to a general or specific
grant of substantive or programmatic power and shall be capable of
implementation under the grant of administrative or ministerial power,
and (b) shall not have been specifically prohibited by the Agency.
(See Exhibit "F").

Any proposed expenditure failing to meet both of the above criteria shall
be an impermissible expenditure of tax increment funds.

DISCUSSION
INTRODUCTION
Various aspects of the question presented herein ha%e been considered by
previoNs counsel for the Agency. The responses put forth by counsel have
been. fcr the most part, directed to specific issues and have been somewhLt
contredictory. In the course of the preparation of this opinion, due weight
and i.onsideration has been given to Attorney Hyde's memorandum to then
Councilman Isenberg dated July 26, 1974 (Exhibit "A"), Attorney Beattie's
memorandum to Councilman Connelly dated March 11, 1977 (Exhibit "B"),
Attorney Hyde's memorandum to Mayor Isenberg dated November 22, 1977 (Exhibit "C"), and Attorney Hyde's memorandum to Assistant City Manager Mailes
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dated February 22, 1978 (Exhibit "D"). For the reasons discussed below, the
conclusions reached herein comport with some but not all of the conclusions
contained in the earlier memoranda. It has been found that some of the
earlier conclusions require modification and clarification.
In this memorandum, two major areas will be discussed as necessary to a
resolution of the question presented:
1.

The meaning of the term "indebtedness" as that term is used within the
Community Redevelopment Law; and

2.

The scope of the powers of a redevelopment agency under that law.

Within each of these areas, the conclusions herein will be compared and contrasted with the conclusions of the earlier memoranda. This comparison has
been undertaken to establish the vitality of the conclusions currently presented and to resolve contradictions with earlier views.
All references to section numbers in the text of this opinion are to the
California Health and Safety Code unless otherwise specified.

I. TAX ALLOCATIONS AND THE IMPORTANCE OF "INDEBTEDNESS"
A.

Tax Increments Defined
Tax increment payments, as that term is used herein, refers to those tax
moneys which are allocated to a redevelopment agency pursuant to Section
33670. In essence, the statutory scheme allocates to the redevelopment
agency those tax moneys which would otherwise have been received by the
usual taxing agencies as a result of the increased valuation occurring
within an area defined by a redevelopment plan when compared to a base
year prior to the inception of redevelopment in that area.
Relatively little statutory guidance has been given as to the scope of
appropriate expenditures of these tax increment moneys beyond the language
contained in Section 33670(b), which provides that:
"(b) That portion of the levied taxes each year in excess of such amount shall be allocated to and when collected shall be paid into a special fund of the redevelopment
agency to pay the principal of and interest on loans,
moneys advanced to, or indebtedness (whether funded, refunded, assumed, or otherwise) incurred by such redevelopment agency to finance or refinance, in whole or in part,
such redevelopment project. Unless and until the total
assessed valuation of the taxable property in a redevelopment project exceeds the total assessed value of the taxable

property in such project as shown by the last equalized
assessment roll reterred to in subdivision ;a), all of
taxable property
the taxes levied and collected upon
in such redevelopment project shal l
paid into the
funds of the respec ..:ive taxing agenc;. When such loans,
advances, and indebtedness, if any, and interest thereon,
have been paid, all moneys thereafter received from taxes
upon the taxable property in such rsdevelopment project
e hall be paid into the funds of the respective taxing
agencies as taxes on all other property are paid."
The foregoing language presumes a financial mechanism whereby funds will
have been advanced by another entity to accomplish the work of redevelopment and are to be repaid from tax increment payments. However, with
the maturation of earlier projects and the establishment of subsequent
projects for which such a mechanism was not available, questions have
arisen as to the degree to which an agency may make direct expenditures
of tax increment moneys outside such a mechanism.
B. "Indebtedness" Defined
At the time of the earlier memoranda opinions, little guidance was available as to the appropriate interpretation of the term "indebtedness".
However, wtth the addition of Chapter 9 (Section 33800 et seq.) to the
Community Redevelopment Law in 1479 and the addition of Section 33678 in
1980, the Legislature has offered substantial evidence as to the meaning
of the term. In construing the earlier statute in light of the subsequent
legislative definition, this opinion follows the well-settled-rule that a
legislative body has the power within reasonable limitations to prescribe
legal definitions of its own language which will generally be binding
upon the Courts. (cf. Great Lakes Properties, Inc. v. City of El Segundo
(1977) 19 C 3d 152, 156, 137 Cal Rptr 154).

II. "INDEBTEDNESS"

A. T y pes of Itigatpins
Cha p ter 9 of the Community Redevelopment Law as adopted :n 1979 established a procedure for the establishment of s p ecial assessment areas within
redevelopmert project areas for the purpose of providing .dpplemen:al
sou rces of revenue for the payment cf "indebtedness" whicn had been incurreu prior to ,:uly 1, 1978 and which was "...dependent upon taxes
allocated pursuant tc...subdivision (b) of Section 33670 for its
security...". (Section 33810 and Sections 33810-33817, inclusive).
As part of this special assessment scheme, the Legislature found it

necessary to define the meaning of the term "indebtedness" in Section
33801, as follows:
"§ 33801.
'Indebtedness' means any obligation incurred by a redevelopment agency prior to July 1, 1978, the payment of
which is to be made in whole or in part out of taxes allocated to the agency pursuant to Section 33670 and includes:
(a) Bonds, notes, interim certificates, debentures, or
other obligations issued by an agency (whether funded, refunded, assumed, or otherwise) pursuant to Article 5 (commencing with Section 33640) of Chapter 6 of this part.
(b) Loans or moneys advanced to the agency, including,
but not limited to, loans from federal, state or local
agencies.
(c) A contractual obligation which, if breached, could
subject the agency to damages or other liabilities or
remedies.
(d) An obligation incurred pursuant to Section 33445.
(e) Indebtedness incurred pursuant to Section 33334.2.
(f) Obligations imposed by law with respect to activities which occurred prior to July 1, 1978."
It should be noted at the outset that Section 33800 provides that:
"The definitions contained in this article govern the construction of this chapter, unless the context requires
otherwise."
Thus, while the definition of Section 33801 of "indebtedness" is expressly designed to govern the construction of Chapter 9, there is no evidence
that the Legislature intended to define the term "indebtedness" in any
other way for purposes of the other chapters of the Community Redevelopment Law.
While code definitions often apply specifically to the
respective codes or segments in which they are found, such definitions
are of significance in the construction of other statutes. Thus
a code definition, though appearing in a part and chapter relating to
a particular subject, may be of general application, unless the context
indicates otherwise. (Re Estate of Kohler (1889) 29 C.313, 21 P. 758).
Applying therefore the definition of Section 33801 to "indebtedness" as
used in Section 33670, it can be seen that the term includes more than
the financing mechanism most clearly portrayed and discussed above.
Specifically, and most significantly, the Legislature has included as
a form of "indebtedness", "...a contractual obligation which, if breached,
could subject the agency to damages or other liabilities or remedies...".
(Section 33801(c)). This specification is intriguing for what it excludes as much as what it includes. Specifically, such a definition
excludes contractual obligations which would not subject the Agency to
damages or other liabilities or remedies.
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The measure of damages for a breach of contract is the amount that will
compensate the party aggrieved for all the detriment proximately caused
to him • by thr breach or which, in the ordinary course of thing, will
e likely to result the ref rom. (Wickman v. Opper (1961) 188 CA 2d 129,
10 Cal Rptr airi). However, in those instances in which the e n!idence
reveals a breach of duty owed to a party without shuwina at the same
time any material injury was sustained, only "nominal damages" can be
awarded. "Nominal damages" involve a trivial sum and are in reality no
damages at all. (Price. v. McCormich (1937) 22 CA 2d 92, 70 P 2d 978).
Thus, a contractual obligation wnich subjected the Agehcy to only nominal
damages or no dama g es at all would not be considered to be indebtedness
as that term is used in Section 33670.
B. Nature and Timing of Obligations
In his February, 1978 opinion (Exhibit "0"), Mr. Hyde argued that the
term "indebtedness" included not only "existing obligations", including
both conditional and unconditional obligations, but "anticipated obligations" which exist "...where the Agency intends to take a certain action
at some time in the future but has no existing obligation to take this
action " (at page 8). Mt. Hyde noted that the enactment of certain unspecified sections of the Community Redevelopment Law "....appear(ed) to
contemplate that tax increment funds are not payable on account of
anticipated obligations" (at page 8). However, Mr. Hyae was relatively
unconcerned with the orospect of the use of such funds for such purposes,
even assuming the sections he had in mind were constitutional (which he
doubted), in that
"...it is unlikely that the Agency will have an anticipated obligation which is not readily converted into an
existing obligation by way of an agreement between the
Agency and the City. So long as the Agency can legally
perform an activity, it can enter into an agreement with
the City by which the Agency is obligated to perform this
activity (Section 33220(e))" (at page 8).
In view of the Legislature's subsequent enactments, Attorney Hyde's conclusion in this regard may be somewhat overbroad. It would appear that
the legislative language including within the purview of "indebtedness"
only those contracts which "...if breached, could subject tne agency to
damages or oner liabilities or remedies", wowd require more than the
mere formality of a contract.
Accordingly, a Court might well look beyond a "contrace where the arrangement was authorized and directed by an identirally composed governing
board on beh q 1 .7 of both entities. and f i nd that the f ormallty of a contract was a mere artifice or device designed solely to cao f.ore and retain
the tax increment moneys from the appropriate taxing authorities. (cf.
Yosemite Portland Cement Corp. v. State Board of Equalization (1943)
59 CA 2d 39, 138 P2d 39). Such contracts of convenience would preclude
the imposition of "damages or other liabilities or remedies".
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Inasmuch as the Agency is not a natural person, all expenditures will be
accomplished through the instrumentality of another on an explicitly or
implicitly contractual basis. It could be argued that the breach of any
of these contracts to purchase goods or services (including employee
services) could give rise to damages or other remedies if breached and
thus satisfy the "indebtedness" requirement. Such an argument would allow
any expenditure to be construed as a payment upon "indebtedness". It would
be difficult to envision a reason for the insertion of the "indebtedness"
requirement by the Legislature 4 f such a construction were intended.
Further, such an approach overlooks the last sentence of Section 33670(b)
which provides that
"...when such loans, advances, and indebtedness, if any,
and interest thereon, have been paid all moneys thereafter received from the taxes upon the taxable property
in such redevelopment projects shall be paid into the funds
of the respective taxing agencies as taxes on all other
property are paid."
Thus, tax increment moneys are not to be allocated unless "indebtedness"
exists at the time of allocation. A logical extension would suggest that
tax increment moneys would be expended in repayment of the obligations
which triggered their allocation.
Accordingly, the "indebtedness" test of a tax increment expenditure should
not be found to have been satisfied unless the contractual obligation
existed at the time the tax increments to be expended were allocated.
C. Qualification of Obligation
In 1980, the Legislature enacted Section 33678 to "...implement and fulfill the intent of this Article and of Article XIII B and Section 16 of
Article XVI of the California Constitution...". Section 33678 is contained within the same Article (Article 6 of Chapter 6) as Section 33670 containing the term "indebtedness".
Section 33678 provides in its entirety as follows:

1

33678.
(a) This section implements and fulfills the intent of
this article and of Article XIII B and Section 16 of
Article XVI of the California Constitution. The allocation
and payment to an agency of the portion of taxes specified
in subdivision (b) of Section 33670 for the purpose of paying principal of, or interest on, loans, advances, or indebtedness incurred for redevelopment activity, as defined
in subdivision (b) of this section, shall not be deemed the
receipt by an agency of proceeds of taxes levied by or on
behalf of the agency within the meaning or for the purposes
of Article XIII B of the California Constitution, nor shall
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such portion of taxes e deemed receipt of proceeds of
taxes by, or an approp,. , ation subject to limitation of,
any other public body 1- hin the meaning or for purposes
of Artic1e XIII B of tne :alifornia Constitution or Lny
statutory provision enavted in implementatior, of Arc:6e
XIII B. The allocaticn and payment to an agency of such
portion of taxes shall not be deemed the app r opriation by
a redeelopment aoency of proceeds o** taxes :evied by or
on behalf of a redevelopment agency within the meaning or
for purposes cf Article XIII B of the California Constitution.
(v) As used in this section, 'redevelopment activity'

means redevelopment meeting all of the following
criteria:
(1) Is redevelopment as prescribed in Section 33020
and 33021.
(2) Primarily benefits the project area.
(3) None of the funds are used for the purpose of paying for employee or contractual 7FF/Tees of any local governmental agency unless such services are directly related
to the purpose of Sections 33020 and 33021 and the powers
established in-this part.
Should any law hereafter enacted, without a vote of the
electorate, confer taxing power upon an agency, the exercise
of such power b y the agency in any fiscal year shall be deemed a transfer of financidi -.'enponsibility'from the community
to the agency for such fisca: year within the meaning of
subdivision (a) of Section 3 of Article XIII B of the California Constitution." [emphasis added].
We see therefore that the Legislature sought to restrict "indebtedness"
to specific activities which it defined in subsection (b). In essence,
in order to meet the criteria of subsection (b), an activity must: (1)
fall within the purposes and powers described in Sections 33020 and 33021;
(2) primarily benefit the project area; and (3) not utilize the contractual services of any local government agency unless directly related to
the powers and purposes of Sections 33020 and 33021.
It is difficult to envision a reason for the insertion of the third
criteria by the Legislature in subsection (b) unless it were designed
; prevent the types of contracts of convenience envisiored by Mr. Hyde
his Febrway, 1978 opinion.

III. AGENCY POWERS
A. Powers Prescribed
Section 33122 provides as follows:

(29)

"Each redevelopment agency exercises governmental functions and has the powers prescribed in this part."
it should be noted at the outset that a redevelopment agency has only
"prescribed" powers and one must lock for specific delegations of power
by the Legislature to a redevelopment aaency. Unfortunately, this investigation is not nearly so straightforward as such a statement might
imply.
Attached hereto as Exhibit "E" is a summary of the various Articles and
Chapters within the Community Redevelopment Law. Because words and
phrases within statutes are to be construed according to their context
(California Civil Code § 13), such an outline can provide a proper context for the various sections and articles which will be cited.
Section 1858 of the California Code of Civil Procedure provides as follows:
"In the construction of a statute or instrument, the office
of the judge is simply to ascertain and declare what is in
terms or substance contained therein, not to insert what
has been omitted, or to omit what has been inserted; and
where there are several provisions or particulars, such a
construction is, if possible, to be adopted as will give
effect to all." [emphasis addea.'
And further, Section 1859 of the Code of Civil Procedure provides as
follows:
"In the construction of a statute, the intention of the
Legislature, and in the construction of the instrument
the intention of the parties, is to be pursued, if possible; and when a general and (a) particular provision are
inconsistent, the latter is paramount to the former.
So a particular intent will control a general one that
is inconsistent with it." Iemphasis added.]
Thus, in reviewing the particular powers which are discussed by the Community Redevelopment Law below, this opinion attempts to allow the
particular to control the general and yet give effect to all.
The Community Redevelopment Law delineates two types of prescribed or
enumerated powers:
(1) Substantive or programmatic powers of either a general
or specific nature; and
(2) Administrative or ministerial powers which are generally
necessary to accomplish a substantive or programmatic
end.
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In a sense, the substantive or programmatic powers may be thought of as
purposes.
1.

'.ieneral
The genii substantive :r programmatc powers of a recet!elopment
agency are set forth in Sections 33020 and 33021 as foi16ws:

1

33020.

'Redevelopment' means the planning, development, replanning, redesign, clearance, reconstruction, or rehabilitation, or any combination of these, of all or part
of a survey area, and the provision of such residential
commercial, industrial, public, or other structures or
spaces as may be appropriate or necessary in the interest of the general welfare, including recreational and
other facilities incidental or appurtenant to them."
[emphasis added.]
"§ 33021.
Redevelopment includes:
(a) The alteration, imEa2211-1., modernization, reconstruction,. or renaoilitation, or any combination of
these, of existing structures in a project area.
(b) Provision for open-space types of use, such as
streets and other public grounds and space around buildings, and public or private buildings, structures and
improvements, and improvements of public or private
recreation areas and other public grounds.
(c) The replanning or redesign of original development of undeveloped areas as to which either of the
TOTTOwing_conditions exist.
(TT The areas are stagnant or imppy utilized
because of defective or inadequate street layout, faulty
lot layout in relation to size, shape, accessibility,
or usefulness, or for other causes.
(2) The areas re q uire replanning and land assembly
fcr reclamation or develo pment in the interest of the
general welfare because of widel . scattered ownership,
tax !e.linguency, or other :,'easons.
;2) The areas reot7i-iTiTd assembly for the perpoe of the development of a new community' within
the meaning of the Federal New Communities Act of 1968."
[eophasis added.]
2. Specific
A redevelopment agency is also granted additional specific substantive or programmatic powers, some of which are made mandatory
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upon the agency, which may go beyond those general enumerated powers
set forth above. 1 /
Specific powers, such as those granted in
Article 9 of Chapter 4 relating to the relocation of persons displaced by redevelopment projects, exemplify this type of specific
grant of substantive or programmatic power.
3. Ministerial
Additionally, the Community Redevelopment Law is replete with grants
of administrative or ministerial powers which may be necessary to
accomplish the purposes of the substantive powers set forth above.
For example, Article 3 of Chapter 2 provides the agency with general
powers to make contracts, hire employees, rent office space, pay
travel expenses of memoers and employees, and prepare applications
for various Federal programs and grants. Chapter 5 grants the
agency power to maintain legal actions and Chapter 6 grants the
necessary powers to issue bonds and collect income from taxation.
Finally, all of the aforementioned grants of power, both substantial and
ministerial, are subject to certain specific prohibitions or requirements.
A representative, not not necessarily exhaustive tabulation and categorization of the various types of powers discussed herein are set forth in
Exhibit "F" hereto.
It is neither reasonably feasible nor possible to anticipate in a single
memorandum all possible proposals as to expenditures of tax increment
funds and evaluate them. Rather, the task of this memorandum is to set
forth principles and guidelines which will aid in such a determination
on a case by case basis.
B. Accord with Prior Opinions
It is important to lift out and carry forward those portions of the
earlier opinions of counsel which comport with the principles outlined
herein. In his February, 1978 memorandum (Exhibit "D"), Mr. Hyde

1/ In addition to the powers discussed herein, in Article 13 of Chapter 4
(Section 33460 et seq.), the Community Redevelopment Law provides
special purpose legislation applicable only to the City of Sacramento
which allows the merger of existing Redevelopment Project Areas in
order to allow the expenditure of tax increment funds from one Project
Area in the areas included within another Project Area. In addition to
these authorizations, Article 13 requires additional specific percentages
of such funds to be spent for moderate, low and very low income housing.
Until such time as two or more redevelopment plans within the City of
Sacramento are amended so as to bring about a merger as envisioned by
Article 13, it will be of no effect. Even if such a merger were to
occur, However, the net effect would be more restrictive uses of the
tax increment funds than those envisioned and explained herein.
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incorporated by reference his July, 1974 memorandum (Exhibit "A") in
which he referred to the language of Section 33020 as a "general rule"
and a "general lim i tation'. Mr. Hyde then listed eight examples of
powers which 'ne said were "subject to this general limitation". The
powers which he listed at page 1 of tne July, 1974 memo ,-andum (Exhibit
"A") are generally those which are herein termed admin 4 strative or
ministerial powers. Then in his November, 1977 memerlo gum (Exhibit "C",,
Mr. Hyde deals with additional grant: of specific proa ..-ammatic power in
Sections 33413 and 33334.2. Mr. Hyde
conclusions in 7.he aforementioned memoranda in this regard cannot be faulted.
However, both Mr. Beattie in his memorandum cf March, 1977 (Exhibit "B")
and Mr. Hyde in his memorandum of February, 1978 (Exhibit "D") attempt
to go beyond the enumerated general and specific substantive orprogrammatic powers discussed above and find additional authorization for
Agency activities and tax increment expenditures beyond those previously
discussed. Because their conclusions in both instances go beyond the
criteria which this opinion finds to be permissible and appropriate for
the expenditure of tax increment funds, it is necessary to deal at length
with the arguments they raise.

IV. CONCLdSIOMS HEREIN DISTINGUIShED FROM

FRIOR MEMORANDA

A. As to Section 33033 et seq.
In his memorandum of March, 1977 (Exhibit "B"), Mr. Beattie declared that
the Community Redevelopment Law was "...unclear with respect to expenditure of tax increment funds to carry out social programs such as law
enforcement for the reduction of crime in a project area" (at page 1).
Nonetheless, Mr. Beattie sought to find authorization for such programs
in Sections 33030, 33035, 33037 and 33039 of the Community Redevelopment
Law. Unfortunately, the cited sections are all taken from Article 3 of
Chapter 1 comprising declarations of State policy relating to blighted
areas. While declaratory statements of policy found in sections such
as those cited by Mr. Beattie may be useful in construing ambiguities
in enumerated powers, we cannot look to aeciaratory sections for a delegation of power i n themselves. The Legislature cou3d have, had it
wised to do so, enacted a provision grantlng to a -edevelopment agency
suc:*: powers as ere necessary to accomplish the goels of policy set
forth in these sections. Such an enactment would nave granted valitity
to Mr. Beattie's approach. However, the Legislature did not do so.
Thereis little doubt that there are no empowerment: within the Commynity
Reaevelopment Law which would allow for the expenditure of funds forsuch purposes. In fact, after reciting the aforementioned declarations
of State policy, Mr. Beattie noted that "...there are no additional (sic)
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provisions within the Community Redevelopment Law that clearly provide
for the expenditure of project funds for such a program..." (at page 5).
Inasmuch as the declaratory sections previously cited cannot "provide"
for such expenditures, no such authorization exists and Mr. Beattie's
conclusions fall.
B.

As to Section 33125(c)
Using a more sophisticated argument in his February, 1979 memorandum
(Exhibit "D"), Mr. Hyde asserted that:
"The law grants broad powers to the Agency to 'plan and
carry out (undertake) plans for the redevelopment of
blighted areas.'
(Section 33131(a)), and to 'enter
into contracts both necessary and convenient for the
carrying-out of such plans' (Section 33125(c)). So
long as the activity is 'necessary or convenient' for
the carrying out of a redevelopment plan the relationship required by this fifth element is satisfied.
The Agency determines whether a particular activity
is necessary or convenient for the carrying out of a
redevelopment plan. All such activities need not be
specified in a redevelopment plan and so long as the
Agency's determination in this regard is reasonable,
it will not be reversed by the Courts.
(In Re Urban
Renewal Project 113 (1964) 61 Cal 2d 221)." (at page 13).
Starting from the two cited sections, Mr. Hyde constructs an argument for
a broad expansion of Agency powers beyond the enumerated powers discussed
above. Mr. Hyde concluded that the two sections he cited, taken together,
allow the Agency to do whatever is "...'necessary or convenient' for the
carrying out of (such) redevelopment plan(s)..." (at page 13).
Unfortunately, apparently through clerical error, Section 33125(c) is
misquoted. In fact, Section 33125 provides only as follows:
1 33125.
An agency may:
(a) Sue and be sued.
(b) Have a seal.
(c) Make and execute contracts and other instruments
necessary or convenient to the exercise of its powers.
(d) Make, amend, and repeal bylaws and regulations
not inconsistent with, and to carry into effect, the
powers and purposes of this part." [emphasis added.]
Thus, far from being an authorization to do whatever is necessary or convenient to carry cut a plan (thereby arguably constituting a general
grant of substantive or programmatic power), the cited subsection merely
provides that the Agency may contract to carry out its powers as they may
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be enumerated in other places. In the context of the entire section,
subsection (c) amounts only to a delegatiov of administrative or ministerial power necessary to accomplish such substantive powers as may be
enumerated and delegated elsewhere.
C. A5 tO section 33131a)
Sectio, ! 33131(a), also cited by Mr. Hyde as e "...orant (of) croad
oowers_.", must also be evaluated in light of its context. Section
33131 provides in- its entirety as follows:
"§ 33131.
An agency may:
(a) From time to time prepare and carry out plans for
the improvement, rehabilitation, and redevelopment of
blighted areas.
(b) Disseminate redevelopment information.
(c) Prepare applications for various federal programs
and grants relating to housing and community development
and plan and carry out such programs within authority
otherwise granted by this part, at the request of.the
legislative body,"
The focus of this Section is clearly the preparation cf plans and the
dissemination of information. Further, the section is located in the
midst of a number of other sections in Article 3 of Chapter 2 granting
administrative or ministerial powers. Accordingly, this opinion concludes
that Section 33131(a) should nct be interpreted as a major grant of additional substantive or programmatic powers.
Such a conclusion is buttressed by the fact that it would be difficult
to give effect to the provisions of subsection (c) if Mr. Hyde's interpretation were given effect. Subsection (c) provides the Agency only
with authority to prepare applications for various federal programs and
to carry out such programs "...within authority otherwise granted by
(the Community Redevelopment Law)...". Inasmuch as such federal programs
impliedly would relate to blighted areas and the redevelopment thereof,
the express restriction of authority in subsection (c) would be rendered incomprehensible by the purported g eneral grant of broad ,,uthority
subsection (a) to '...carry out the plan...". Accordingly, it is
conc l uded that Sectio q 33131 in its entirety, inclJding subsection (a),
must 5e read as a grant of ministe r ial or administm. tive authority only
and not a grant cf the type of sweebing general authority which M-. Hyde
sought.
O. As to In Re Bunker Hill
Finally, in this regard, Mr. Hyde cites the case of in Re Bunker Hill
Urban Renewal Project 1B (1964) 61 Cal 2d 21, 399 P 2d 538, for the
proposition that such "necessary and convenient" activities need not be
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specified in the plan and that so long as the Agency's determination of
their necessity and convenience was reasonable "...it (would) not. be
reversed by the Courts" (Exhibit "D" at page 13). In Re Bunker Hill
arose on an appeal from a special proceeding to determine the validity
of the findings of blight made in connection.with the adoption of a redevelopment plan. The Court held, inter alia, that the language of
Section 33746 pertaining to validation proceedings implied that the
Court would not "..:exercise an independent judgment on the evidence,
but.. .limit its review to determining whether there was substantial evidence before the board to support the latter's decision" (37 Cal Rptr at
page 86). However, it is important to note that the Court.was.here.determining the standard for judicial review of the factual findings and determinations necessary to the enactment of a redevelopment plan; the.Court.
was not considering the validity of an agency's determination on its own
powers under such a plan. Thus the holding of In Re Bunker Hill does
not support Mr. Hyde's conclusion.
E. As to Section 33659(c)
At page 15 of his memorandum of February, 1978 (Exhibit "D"), Mr. Hyde
returns to what he sees as "...general authorizations". He states:
"The Community Redevelopment law authorizes the Agency to
perform specific activities listed above under the discussion of permitted uses of tax increment funds. In
addition, this law contains the following general authorizations with respect to the undertaking of redevelopment
projects:
1. 'Prepare and carry out plans for the improvement, rehabilitation and redevelopment of blighted areas (Section 33131(a)).
2.

Do any and all acts and things as may be necessary,
convenient or desirable except as otherwise provided
in the Community Redevelopment Law which acts or things
will tend to make bonds of the Agency more marketable
notwithstanding the fact that such acts or things may
not be enumerated in the Community Redevelopment Law.
(Section 33659(c))."

Mr. Hyde's argument related to Section 33131(a) is discussed in paragraph C above. However, Mr. Hyde in the course of his arguments based
upon Section 33131(a) notes cogently that
"It is unreasonable to conclude that the Legislature would
extensively regulate the use of tax increment funds for
redevelopment activities while permitting the unregulated
use of these funds for social programs." (at page 16).
Such an argument from prescribed specificity applies not only to his
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finding of a lack of authorization for social programs but also to his
treatment of Section 33659(c) which follows.
Section 33659 is located in Article 5 of C.!seeter 6 of . the Community Redevelopment Law. Cl'apter 5 deals with fierw.ial provisions in gener:,1
awi Article 5 of that Chapter deals entirely with agency bonds. In -.nat.
context, Section 33659 provides in its elt7rety as follows:
"§ 33659.
An agency may:
(a) Exercise all or any part or combination of the
powers granted in Sections 33651 to 33658 inclusive.
(b) Make covenants other than and in addition to the
covenants expressly authorized in such sections of like
or different character.
(c) Make such covenants and to do any and all such
acts and thinas as may be necessary, convenient, or
desirable to secure its bonds, or, except as otherwise
provided in this part, as will tend to make the bonds
more marketable nothwithstanding that such covenants,
acts, or things may not be enumerated in this part."
[emphasis added.]
Based upon subsection (c) of this Section, Mr. Hyde concludes that it
authorizes the Agency to "....undertake any activity, including social
programs" (Exhibit "0" at page 17) if (1) the Agency can "determine that
the activity will significantly enhance the marketability of its bonds";
(2) the Agency can "anticipate the issuance of bonds in the near future";
(3) the activity is limited to that "necessary to enhance the marketability"
of its bonds (Exhibit "0" at page 17). However, in paraphrasing subsection (c) of Section 33659 for his memorandum,.Mr. Hyde inadvertently
deleted the words "such covenants" from the first and last clause of the
sentence. This opinion finds that omission to be critical to a proper
analysis of the subsection.
The doctrine of noscitur a sociis is a rule of construction providing
that where the meaning of any particular word of a statute is doubtful
when taken by itself, the doubt may be removed and the true meaning
ascertained by reference to the meaning of its associated words. In
essence, the doctrine means that general and specific words are
associated ,iith and take color from each other, restricting general
words to a sense analogous to the less general. (cf. Code of Civil
Procedure Section 1859 and Section III 9, supra.) In the inl , zant case,
the validity of Mr. Hyde's interpretation turns on the intande,i scope
of the general words "acts" and "thing2 1'. It Is hard to imadine two
wcrds with a more uncertain or indefinite scope.
However, under the rule of noscitur a sociis, the meaning of a word
may be enlarged or restrained by reference to its companions and to
the object Of the whole clause in which it is used. (58 Cal Jur 3d,
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131 and People v. Stout (1971) 18 Cal App 3d 172, 95 Cal
Statutes,
Rptr 593). When the indefinite and uncertain words ("acts" and "things")
are viewed in light of the more specific companion word ("covenants"),
Mr. Hyde's expansionary argument begins to falter. Under noscitur a
sociis, the necessary and convenient "acts and things" are seen to be of
a nature similar to "covenants".
Further, tne adjective "such" preceding the words "covenants", "acts"
and "things" shows the object of the clause in which they are used is
subsection (b) and, in turn, subsection (a) of Section 33659. Subsection (a) focuses clearly upon Sections 33651 to 33658 inclusive which
deal with ministerial acts relating to the issuance of bonds. Thus, the
phrase "...such acts and things...", as cited by Mr. Hyde, actually makes
reference only to ministerial acts relating to the issuance of bonds and
should not be construed as a grant of substantive or programmatic authority.
Finally, it is unreasonable to believe, to paraphrase Mr. Hyde's earlier
argument related to Section 33131, that the Legislature would have so
closely regulated redevelopment activities with other sections of the
Act if it intended in one broad stroke of an obscure section to-grant to
local agencies a final determination of the scope of their own programmatic
authority.
Accordingly, it is concluded that there is no grant of additional programmatic or substantive authority beyond the enumerated powers to be found
either in the declarations of State policy as seen by Mr. Beattie or in
the various expansionary subsections seen by Mr. Hyde.

SUMMARY AND CONCLUSION
In accordance with the views outlined above, the appropriate criteria for
the determination of whether a given expenditure is a permissible use of tax
increment funds are as follows:
1.

The expenditure must be in repayment of an "indebtedness" which is (a)
for redevelopment activity as defined in Section 33678(b) and (b) is a
contractual obligation which, if breached, could subject the Agency to
damages or other liabilities or remedies; and

2.

The expenditure (a) shall be made pursuant to a general or
of substantive or programmatic power and shall be capable
tion under a grant of administrative or ministerial power,
not have been specifically prohibited by the Agency. (See

specific grant
of implementaand (b) shall
Exhibit "F").

Any proposed expenditure failing to meet both of the above criteria shall be
an impermissible expenditure of tax increment funds.
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
EXHIBIT "A"

MEMO RAND p
. M
7 /2 G/7
TO:

Phillip L. Isenberg, City Councilman

FROM:

Richard H. Hyde, Agency Attorney

L

SUBJECT: Legal Restrictions Relating to the Use of Funds of the
Redevelopment Agency of the City of Sacramento
As a general rule, redevelopment funds may only be used to'accomplish
the purposes of redevelopment which are defined as "the planning,
development, replanning, redesign, clearance, reconstruction, or
rehabilitation of all or part of a redevelopment project area." Subject to this general limitation, the Agency has authority to expend
funds for the following purposes:
1.

Purchase or lease real or personal property.

2.

Rent, maintain, manage, operate, repair and clear real property
owned by the Agency for the purposes of redevelopment.

3.

Develop, rehabilitate or construct housing units within the City
to the extent insufficient suitable housing units are available
in the City for use by persons or families of low and moderate
income displaced by the redevelopment project.

4.

Develop building sites.

5.

Install or construct streets, utilities, parks, playgrounds and
other public improvements necessary for carrying out the redevelopment plan.

5.

tell, lease or donate real property to a housing authority or other
public body for public housing projects.

7.

construcPay all or part of the value of land for Ard the cost
tion of any building or other improvement which is publi7.17 - owned
either within or without a project area lion a determinati.on that
the building or improvement will benefit tha project area.

8.

Hire staff; provide funds to a project area committee; maks in
lieu tax payments to any taxing agency regarding property owned
by the Agency; and purchase insurance.

In addition, the following restrictions apply to funds from certain
sources.
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SACRAMENTO HOUSiNG AND REDEVHDPME:NT A

n:anICZandUM to
Ph ill ip L. Isenberg

CY

7/26/74

P P g c., 2

Provisions relating to tax increments provide that these funds are to
be used only for the purposes of redevelopment of the project area
within which they are generated. 'However, this limitation does not
preclude the expenditure of these funds outside of the project area
where the expenditure is for a purpose which benefits the project
area.
177,flERAL LOAN GaANT FUNDS:
Federal funds are governed by the provisions of the Loan and Grant
Contract entered into between the Federal Government and the Agency.
Each of these contracts applies to a particular project area and
provides for the expenditure of funds only for certain purposes to
the extent the expenditure benefits the project area. In the event
the expenditure benefits both a project area and an adjacent area,
federal regulations proi-xide that the expenditures may be made only
to the extent of the prorate benefit to the particular project area.
At the time the contract is executed, a budget is approved by HUD.
Th i s budget sets forth the specific purpose for which the funds are
to be used, and can only be modified with the approval of the Federal
Government..

'
(-1\

1\s '‘ ( 4 0
•
_
RICHARD 1-1'. HYDE
Agency Attorney)

bcc: ED
DD
Con
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
March 11, 1977

Ar.

Liovd G. Connelly, Councilman
Cit .:, of Sacramento

77.OM:

George B. Beactie, kgencv Attorne:

EXHIBIT "B"

SUBJECT: Use of Allocations of Tax increments for Financing the
Services of Private or Public Agency for Protection of
City's or Agency's Properties in Redevelopment Project
Areas.
QUESTION
May special funds of a redevelopment agency containin g allocations
from tax increments be used to finance a program to provide protective services from a public or private agency to preserve Agency's
or City's properties and/or investments in redevelopment project
areas?
CONCLUSION
It is our conclusion that the Community Redevelopment Law is unclear
with respect to expenditure of tax increment funds to carry out
social programs such as law enforcement for the reduction of crime
in a project area. However, State polic y seems to include the r(imoval or reduction cf such social problems as within the purview of
the redevelopment process. It is our view that such expenditures
would stand the best chance of being upheld in a court of law if they
were made within strict limitations. We suggest the following limitations: (1) the duration of the special p rogram to be set to reflect
the temporary addition ' of services, i.e., one or two years with a
regular review; (2) the thrust of the program be directed toward the
elimination of a specific blighting problem, i.e., vandalism, theft,
burglary; (3) that the services rendered be of an extraordinary
nature, above and beyond similar services provided generally throughout the community; and (4) the services should directly benefit in a
tangible way the project area from which the tax increments are derived.
ANALYSIS
Statement of Facts
In 1951 the Cit y of Sacramento began the process of rebuilding ths:.
Central City area of Sacramento which included residental, commerolal
and industrial uses. This area included what was then recognized as
one of the worst slums on the West Coast. Through the Community
Redevelopment process the slums have been replaced with commercial
and residential buildings in four redevelopment project areas.
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Lloyd G. Connelly, Councilman
March 11, 1977
Page Two

Three of these project areas are redeveloped by the Redevelopment
Agency and one by the City itself through a delegation of Agency
powers. In the central commercial areas major private and public
investments have been made. Certain social problems continue to
persist in this area which have a blighting effect on the project
areas. Among these is the threat to public and p rivate property
caused by criminal elements of the communit y . The City proposes
to establish a special law enforcement program for a period of a
year. The clear and express intent of the pro g ram is the preserving
of the City's investments in Redevelopment Project Areas Mos. 2-A,
3 and 4 and the City's East Mall Project. The City pro p oses to pay
for this program with tax increment funds from the various project
areas.
Issues

The Community Redevelopment Law, Part I (Section 33000-33738) of
Division 24 of the Health and Safety Code provides for the creation
•rf redevelopment agencies and provides for the powers and functions
of such agencies in carrying out State policy with regard to community redevelopment.
State Policy
Section 33030 declares as State policy that "[it is found and declared
that there exists in many communities bliahted areas which constitute
either physical, social, or economic liabilities rec. uiring redevelo p ment in the interest of the health, safety and general welfare of
the people of such.communities and of the State."

"A blighted area is one which is characterized by one or more of the
conditions set forth in Sections 33031 or 33032, causing a reduction
of, or lack of, proper utilization of the area to such an extent that
it constitutes a serious physical, social, or economic burden on the
community which cannot reasonably be expected to be reversed or
alleviated by private enterprise acting alone." [emphasis added]

The Central City area which is now covered by the four projects
indicated above, met the requirements of blight as set forth in
Section 33031, as follows:
"A blighted area is characterized by the existence of
buildings and structures, used or intended to be used
for living, commercial, industrial, or other Purposes
or an y combination of such uses, which are unfit or unsafe.to occupy for such purposes and are conducive to
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Lloyd G. Connelly, Councilman
March 11, 1977
Page Three

ill health, '- ranzemission of disease, infant mortalit,
uvenile delinauet:cy, and crime because ol any one
combinatiEri— T-771e following factors:

-

(a) Defective desian and character of physical cr -;nstruction.
(b) Faulty interior arrangement and exterior spacing.
(c) High density of population and Overcrowding.
(d) Inadequate provision for ventilation, light, sanitation, open spaces, and recreation facilities.
(e)_Age, obsolescence, deterioration, dilapidation,
mixed character, or shifting of uses."
[emphasis added]
The project areas have been substantially redeveloped but certain
blighting influences still persist. The State policy with respect to
these influences are spoken to in Section 31;035, as follows:
"It is further found and declared that:
(a) The existence of blighted areas characterized by
any or all of such conditions constitutes a serious
and growing menace which is condemned as injurious
and inimical to the public health, safety, and welfare
of the people of the communities in which they exist
and of tne people of the State.
(b) Such blighted areas present difficulties and
handicaps which are beyond remedy and control solely
by regulatory processes in the exercise of police
power.
(c' They contribute substantially and inc;:easingl to
the nroblem:: of, and r,ecessitate excessive ano disproportonate expenditures for, crime prevention : correction. prosecuticn, and punisnment, the treatment ._)17
juvenile delinquency, the preser7ation of the public
heaith and safety, and the maintainina of ade.quate
police, fire and accident protEdtion and c -tner public
services and facilities.

r'N

(d) This menace is becoming increasingly direct and
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Lloyd G. Connelly, Councilman
'narch 11, 1977
Page Four

substantial in its significance and

effect.

(e; The benefits which will result from the remedying
of such conditions and the redevelopment of blighted
areas will accrue to all the inhabitants and property
owners of the communities in which they exist."
[emphasis added]
Further, State policy is declared in Section 33037 with respect to
expenditure of Public funds, as follows:
"For these reasons it is declared to be the policy of
the State:
(a) To protect and promote the sound development and
redevelo pment of blighted areas and the general welfare
of the inhabitants cf the communities in which they
exist by remedying such injurious conditions through
the employment of all appropriate means.
(b) That whenever the redevelopment of blighted areas
cannot be accomplished by private enterprise alone, without public participation and assistance in the acquisition
of land, in planning and in the financing of land assembly,
in the work of clearance, and in the making of improvements necessar y therefor, it is in the public interest to
emplo y the power of eminent domain, to advance or expend
oublic funds for these purPoses, and to provide a means
by which blighted areas may be redeveloped or rehabilitated.
(o) That the redevelopment of blighted areas and the provisions for appropriate continuing land use and construction p olicies in them constitute public uses and purposes
for which public money ma y be advanced or expended and
private property acquired, and are governmental functions
of state concern in the interest or health, safet y , and
welfare of the people cf the State and or the communities
in which the areas exist.
(d) That the necessity in the public interest for the
provisions of this part is declared to be a matter of
legislative determination."
[emphasis added]
Finall y , Section 33039 provides, in part, as follows:
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"The Legislature of the State of California recognizes
that . imong the principal causes of slum ar.d -)lighted
residential areas are the following factors:
(a) Inadequate enforcement Of health, bui:ding, and
safety laws.
...It is, therefore, declared to be the public policy
of this State that, in order to cope with the problems
of the rehabilitation of slum and blighted areas, these
factors shall be taken into consideration in any rehabilitation or redevelopment program. It is further
declared to be the public policy of this State that such
rehabilitation or redevelopment programs shall not be
undertaken and operated in such a manner as to exchange
new slums for old slums or as to congest individuals
from cne slum to another slum."
[emphasis added)
Thus it is within State policy on Community Redevelo p ment not only
to execute redevelopment projects or the purpose of removal of
physical blight tut also look to those social and economic aspects
that accompany blight. It is also the responsibility of the Agency
to plan and execute its p rojects in such a manner that adequate
. protection of life and property is provided within project areas.
Removal of Social Blight vs. Physical Blight
However, there are no additional provisions within the Community Redevelopment Law that clearly provide for expenditure of project funds
for social programs such as a law enforcement program to protect City
or Agency owned properties. The law is unclear on what Agency costs
such as these in the execution of a redevelopment project can be
paid from tax increment funds. The law is fairly clear on such
things as financing of Public improvements (533446) and transportation collection systems (5533445 and 33446), "last resort" relocation
housing ;53:z 411.4), rep2acement housing (533413), demolition ano.
clearance (532420), project improvements §:33421), and real propIn short, the l aw 13 fairly
erty acqvisition (533391), etc.
carry cuL
explicit in granting the Agency authority to financ
those actIvities directly related to removal cf phys:cal blight
the subsequent redevelopment cf a project area.
It can be forcibly argued that removal of social blight such as crime
was intended by the Legislature when it set forth the State policy
in the law. The best chance for expenditures in the area of social
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Lloyd G. Connelly, Councilman
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programs to be upheld by a court would be to set strict standards
on these expenditures. We think that such standards should reflect
the generally accepted purpose of redevelopment itself. These
standards should reflect the "temporary" nature of the process,
the "extraordinary" public activity to precipitate private action
and investment. Finally, there should be strict adherence to the
benefit to project concepts embodied in 533345 relating to expenditures of tax increments for public improvements. Thus expenditures
of tax increments for a law enforcement program should: (1) be
limited in duration; (2) be directed to meet a specific blighting
influence, i.e., a specific crime problem such as burglary or
vandalism, (3) be for extraordinary services above and beyond those
generally provided throughout the community and not in lieu thereof;
and (4) directly benefit in a tangible sense the project area from
which the tax increment funds are derived, i.e., door check police
patrols to protect project properties within the project.
'Execution and Financing
With respect to the execution and financing of project activities
we must look to other powers of the Agency. Among the powers of an
agency are the power to "make and execute contracts and other instruments necessary or convenient to the exercise of its powers" (533125)
and the power to "[o]btain, hire, purchase...services" (533127).
In addition, Section 33128 provides: "For the purposes of the
agency, it shall have access to the services and facilities of the
planning commission, the city engineer, and other departments and
offices of the community."
The Agency may also "accept financial assistance from public or private
sources as authorized by Chapter 6 (commencing with Section 33600)
or any other provision of this part." Chapter 6 provides for several
methods of financing redevelopment projects. Among those are included provisions for financing proects with tax increments.
Section 33670 provides in pertinent part that "[TI hat portion of the
levied taxes each year in excess of...(the base year) amount shall
be allocated to and when collected shall be paid into a special fund
of the redevelopment agency to pay the Principal of and interest on
loans, moneys advanced to, or indebtedness (whether funded, refunded,
assumed, or otherwise) incurred by such redevelopment agency to
finance or refinance, in whole or in cart, such redevelopment
(emphasis added]
project."
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COCLUS ION
It is , Dur conclusion that the Commuit y Rede ,? elopment La :s unclea2.
with respect to expenditure of tax increment funds to car': .)ut
social programs sucn as law enforcement for the reduction c..1! crime
in a project area. However, State p..)licv seems to include the removal or reduction of such social problems as within the purview of
the redevelopment process. It is our view that such expenditures
would stand the best chance of being upheld in a court of law if they
were made within strict limitations. We suggest the following limitations: (1) the duration of the special program to be set to reflect
the temporary addition of services, i.e., one or two years with a
regular review; (2) the thrust of the program be directed toward the
elimination of a specific blighting problem, i.e., vandalism, theft,
burglary; (3) that the services rendered be of an extraordinary
nature, -above and beyond similar services provided generally throughout the community; and (4) the sin:vicesshould directly benefit in a
-tangible way the project area from which the tax increments are
derived.

ra

GEORGE B. BEATTIE
Agency Attorney
GBB.bj

r-N
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Novemi7;er 22, 1977

Tel

Mayor Phillip L. Isenberg

?RCM:

Richard H. Hyde, Chief Counsel

EXHIBIT "C"

SUEL-ECT% Use of Tax Increment Funds for Low and Moderate
Income Housing - Central City Development Project

You have asked my opinion regarding the legal ability of the Redevelopment Agency to allocate tax increment funds generated by
the Central City Development Project for the construction of
low and moderate income housing units.
CONCLUSION
It is my opinion that:
1.

Central City Development Project tax increment funds can be
used to replace low and moderate income housing units which
as part of the redevelopment
have been destroyed or
project;

2. . Such funds can also be used to construct low and moderate
income housing units, to replace units which the Agency
reasonably anticipates will be destroyed or removed as part
of the redevelopment project area; and
3.

Such funds can be used to construct low and moderate housing
in excess of those required to replace low and moderate
housing units which have been or will be demolished as part
of the redevelopment project only if the Redevelopment Plan
is amended to expressly so provide.

ANALYSIS
Healtn and Safet y Code Sections 33413 and 33334.2 both authorize
the Agency to utilize tax increment tunas foz :he ccnstruction
of low aad moderate income housing units.
Section 33413
Section 33413 requires redevelopment agencies to replace low anf.
moderate income housing units which are destroyed or removed as
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Mayor Phillip L. Isenberg
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part of the redevelopment project. While this section is not
mandatory with respect to the Central City Development Project,
the Agency may, by resolution, make these provisions applicable
to this project. Accordingly, should the Agency elect to make
these provisions applicable to the redevelo pment project, it
could utilize tax increment funds generated by this project to
construct low and moderate income housing to replace those units
which have been destroyed as part of the redevelopment project.
In addition, it is my opinion that the Agency may utilize such
funds for the construction or rehabilitation of low and moderate
income housing units where the Agency reasonably anticipates it
will demolish or remove such units as part of the redevelopment
project. This follows from the clear intention of this section
that the Agency minimize the impact of redevelopment activities
on the available supply of low and moderate income housing units.
Section 33334.2

Section 33334.2 provides that subject to certain exceptions, not
less than 20 percent of all tax increment funds shall be used
by the Agency for increasing and improving the community supply
of low and moderate income housing. As with Section 33413, this
section is not mandatory with respect to the Central City Project
unless the Agency elects to make it applicable.
It is my opinion that the constitutionality of this section is
questionable because this section does not obligate the Agency
to relate the construction of these units to the accomplishment
of the objectives of the Redevelopment Plan. It should be- noted
that the Central City Redevelopment Plan does not expressly provide for the use of tax increment funds for the construction of
low and moderate housing. Because of this, it is my opinion that
should suit be filed challenging the constitutionality of the
expenditures of Central City Development Project tax increments
pursuant to this section, the courts may very well find that this
section is illegal. On the other hand, if the Agency amends this
Redevelopment Plan to include the expenditure of these funds as
part of the redevelopment Project, then I believe the courts will
approve these expenditures.

RICHARD H. HYDE
Chief Counsel
RHH.bj
(49)
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
February 22, 1978
EXHIBIT "D"

Mac Mailes, Assistant City Manager

TO:

FROM: Richard H. Hyde

You have asked me to prepare this memorandum addressing the following:
1. Define the following statutory language:
a.

"Loans, moneys advanced to, or indebtedness (whether funded,.
refunded, assumed, or otherwise) incurred" as used in Section 33670. *

b.

"Benefit" as used in Section 33445; and

c.

"No other reasonable means of financing such buildings,
facilities, structures or other improvements are available
to the community" as used in Section 33445.

2. a. Generally discuss restrictions on the use of tax increment
funds.
b.

Specifically discuss those uses of tax increment funds
which the law clearlypermits.

c.

Specifically discuss those uses of tax increment funds
which the law clearly prohibits.

d.

Specifically discuss those uses of tax increment funds
which the law neither clearly permits nor clearly prohibits.

3. Discuss the ramifications of
increment funds.

arl

illegal expent.liture

of

tax

SUMMARY
1. a. The statutnrv language "Loans, moneys advanced to, or indebtedness ;whether funded, refunded, assumed, or otherwine)

* Unless otherwise noted, all section references are to the Health
and Safety Code.
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incurred" as used in Section 33445 means existing and anticipated legal obligations of the Agency.
1. b.

The statutory language "Benefit" as used in Section 33445
means a uniquel ositive affect on the p 7cject area as
compared to th affect on the remainder of the City.

1. c.

The statutorY language "Nc other reasonable means of
financing such buildings, facilities, structures or other
improvements are available to the community" as used in
Section 32445 means that assuming tax increment funds were
not available, the City would not undertake the project.

2. a.

Tax increment funds can be used to pay all costs incurred by
the Redevelopment Agency for any activity the Agency can
legally perform if the activity accomplishes an objective
of the redevelopment plan for the redevelopment project which
generated these tax increment funds.

2. b.

The Agency can legally perform those activities expressly
authorized by the Community Redevelopment Law (Section 33000,
et seq.) e.g., land acquisition, demolition, relocation,
site improvements, the construction of low income housing
projects).

2. c.

The Agency cannot legally perform those activities expressly
prohibited by the Community Redevelopment Law. This Law
expressly prohibits the Agency from performing only one
activity, namely; the construction of buildings, except (1)
public buildings in certain situations, and (2) buildings to
house low and moderate income persons and families.

2. d.

The Community Redevelopment Law neither expressly permits
nor expressly prohibits the Agency's performance of many
activities which relate directly to the elimination of
blight in a project area. While this Law is not clear on
the use of these funds for these activities, it is my opinion
that to the extent these activities make Agency bonds more
marketable, tax increment funds can be used to pay the cost
of performina these activities. To the extent these
acti7ities do not make Agency bonds more marketable, it
'ay op inion that tax increment funds cannot be u,3ed to
pe.y the cost of performing these activities.
Illegally expended tax increment funds can be recovered from
the party who received these funds. In the event these funds
:ire not recovered, a deficit will result in the tax increment
account. This deficit will have to be eliminated by allocating
other local funds to this account, or the Agency will default
in the performance of its obligations to a third party.
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ANALYSIS
1. a. "LOANS, MONEYS ADVANCED TO, OR INDEBTEDNESS (WHETHER FUNDED,
REFUNDED, ASSUMED, OR OTHERWISE)" as used in Section 33670.
This statutory language describes the basis upon which tax
increment funds are Paid to the Agency. The basis upon
which these funds can be expended by the Agency is discussed
below under the discussion of permitted and prohibited uses
of tax increment funds.
The introductory paragraph and subsections (a) and (b) of
Section 33670 provide as follows:
"Any redevelopment plan may contain a provision
that taxes, if any, levied upon taxable property
in a redevelopment project each year by or for the
benefit of the State of California, any city, county,
city and county, district, or other public corporation (hereinafter sometimes called 'taxing agencies')
after the effective date of the ordinance approving
the redevelopment plan, shall be divided as follows:
"(a) That portion of the taxes which would be produced by the rate upon which the tax is levied each
year by or for each of the taxing agencies upon the
total sum of the assessed value of the taxable property In the redevelopment project as shown upon the
assessment roll used in connection with the taxation
of such property by such taxing agency, last equalized
prior to the effective date of such ordinance, shall
be allocated to and when collected shall be paid into
the funds of the respective taxing agencies as taxes
by or for said taxing agencies on all other property
are paid (for the purpose of allocating taxes levied
by or for any taxing agency or agencies which did not
include the territory in a redevelopment project on
the effective date of such ordinance but to which
such territory has been annexed or otherwise included
after such effective date, the assessment roll of the
county last equalized on the effective date of the
ordinance shall be used in determining the assessed
valuation of the taxable property in the project on
the effective date), and
"(b) That portion of the levied taxes each year in
excess of such amount shall be allocated to and when
collected shall be paid into a special fund of the
redevelopment agency to pay the principal of and
interest on loans, moneys advanced to, or indebtedness

-30-

(52)
EXHIBIT "D"

(whether funded, refunded, assumed, or otherwise)
incurred by such redevelopment agency to finance or
refinance, in whole or in part, such redevelopment
prof.sct. Unless and until the total assessed valeation c;r: the taxable propert y in a redevelopment project exceeds the total assessed value of the taxable
propert7 en such project as shown ley the last equalized assessment roll referred to in subdivision (a),
all of the taxes levied and ccllected upon the taxable property in such redevelopment project shall
be paid into the funds of the respective taxing
agencies. When such loans, advances, and indebtedness, if any, and interest thereon, have been paid,
all moneys thereafter received from taxes upon the
taxable property in such redevelopment project shall
be paid into the funds of the res pective taxing
agencies as taxes on all other property are paid."
This portion of Section 33670 is taken verbatim from the
California Constitution (Article XVI, Section 16). There
are no reported California Court decisions or Attorney
General's opinions construing the meaning of the statutory
language "loans, moneys advanced to, or indebtedness (whether
funded, refunded, assumed, or otherwise)".
It is my op inion that this statutory langnage means existing
and anticipated le•ali gations of the Agency. The term
oblE- Ei7aP7Es7-Titiiiia-Below under the discussion
of permitted and prohibited uses of tax increment funds.
Briefly, the term "legal obligations" means obligations of
the Agency which (1) are based cn activities the Agency can
legally perform, and (2) accomplish an objective of the redevelopment plan for the redevelopment project which generated
the tax increment funds.
This analysis will separately consider existing and anticipated
legal obligations of the Agency.
Existing Obligations

The Agency has an existing obligation where it is required by
a contract to perform a specific action. There are two
general types of existing obligations. The fi.rst type invw.ves obligations to make Pa yments to nother party pursuant
to a contract bevoieen the Agency and that party (e.a., bills
payable to a contractor under a construction contract: payments to a trustee on account of bonds issued by the Agency
In this type of existing obligation, the required action,
the time for performing this action and the cost of performing this action are all determined by reference to the contract. A 'legal obligation" of this type is clearly included
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within the meaning of the statutory language "loans, moneys
advanced to, or indebtedness (whether funded, refunded,
assumed, or otherwise)".

.

The second typeof existing obligations are obligations to
perform specific actions at some time in the future (e.g.,
the construction of a parking facility by the Agency pursuant
to an existing contract between the Agency and a developer).
In this type of existing obligation, the required action is
certain but both the time for performing the action (e. g.,
when the parking facility is to be completed) and the cost
of performing this action (e.g., the cost of constructing
the parking facility) are uncertain. This uncertainty exists
because the performance of this action is conditioned on the
occurrence of a specified event (e.g., the development of
other property in a project area which will eliminate surface
parking spaces thereby requiring the construction of the
parking facility). As the times of the occurrence of this
specified event is uncertain, both the time for performing this:action and the cost of performing this action are uncertain. These two factors distinguish this type of existing obligation from the first type of existing obligation.
It is my opinion that notwithstanding the presence of these
two factors legal obligations of this type are included
within the meaning of the statutory language "loans, moneys
advanced to, or indebtedness (whether funded, refunded,
assumed, or otherwise)".
Section 33670 provides for the payment of tax increment funds
to the Agency until all obligations of the Agency have been
paid. It is clear that the authors of this subsection intended that tax increments would be payable to taxing
entities only after the redevelopment project was completed
and all obligations were paid. The Court in Redevelopment
Agency of the City of Sacramento v. Malaki (1963) 216 C.A.2d
480, 486) stated that the "general objective" of Article XVI,
Section 16 and the above-quoted portions of Section 33670
were to provide for the payment of tax increment funds to
the Agency to pay the cost of the redevelopment project and
to defer payments to taxing entities until these costs have
been paid. The Court quoted from the Secretary of State's
1952 ballot pamphlet (prepared in connection with the amendment to the Constitution adding the provisions contained in
Article XVI, Section 16) as follows:
"It will make possible the passage of laws providing
that tax revenues derived from any increase in the
assessed value of property within a redevelopment
area because of new improvements, shall be placed
in a fund to defray all or part of the costs of the
redevelopment project that -would otherwise have to
be advanced from local public funds."
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The Court then went on to say "thus the p rofit from increased
valuation is to be available for bonding purposes, The
Qojective is to make interim tax profits availabl!-i for bonds
and to defer the profits of_general conernment until the
oonds are pai d.
While the Court used the term 'bonding purposes", this
analysis applies equally to an y indebtedness of the Agency
The Court's characterization of indebtedness as "bonds" is
understandable. Until recently the portion of the cost of
a redevelopment project paid by the Agency was financed
exclusively by the issuance of tax increment bonds. It is
now common to finance redevelopment projects with other forms
of indebtedness. Section 33675 quoted below clearly contemplates types of indebtedness in addition to bonded indebtedness.•
Accordingly, it is my opinion that uncertainty regarding
either the cost of performing an action or the time performing this action does not affect the payment of tax increment
funds to the Agency.
This opinion is supported by Section 33675 * . This Section
provides the procedure for the allocation and payment of tax
increment funds to the Agency. This Section provides as
follows:
"S33675. Allocation and payment procedure
"(a) The portion of taxes required to
pursuant to subdivision (b) of Section
be allocated and paid to the Agency by
auditor or officer responsible for the
taxes into the funds of the respective
pursuant to the procedure contained in

be allocated
33670 shall
the county
payment of
taxing agencies
this section.

"(b) Not later than the first day of October of each
year, the agency shaIL.file with the county auditor or
officer described in subdivision (a) of this section,
a statement of indebtedness certified to by the chief
fiscal officer of the agency for nach redevelopment
project, the redevelopment plan fvr which prc .vides for
the division of .haxes pursuant tc Section 33C73,

* The LegislatUre has enacted three sections of this (lumber. As
used in this memorandum Section 33675 refers to the Section
added by Section 22 of Chapter 1337, Statutes of 1976.
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"(c) The statement of indebtedness shall contain for
each such redevelopment project:
"(1) The date on which each loan, advance, or Indebtedness was incurred or entered into.
"(2) The principal amount term, purpose, and interest
rate, of each loan, advance, or indebtedness.
"(3) The outstanding balance and amount due or to be
paid by the agency of each loan, advance, or indebtedness. The State Board of Equalization shall adopt a
uniform form of statement of indebtedness.
"(d) The county auditor or officer shall at the same
time or times as the payment of taxes into the funds
of the resp ective taxing agencies of the county, allocate and pay the portion of taxes provided by subdivision (b).of Section 33670 to each agency in an amount
not to exceed the amount as shown on the agency's statement of indebtedness.
"(e) The statement of indebtedness shall be prima facie
evidence of the indebtedness of the agency. if the
county auditor or other officer disputes the amount of
indebtedness as shown in the statement of indebtedness,
the county auditor or other officer shall, within . 30 days
after receipt of the statement, give written notice to
the agency thereof. The agency shall, within 30 days
after receipt of such nctice, submit such further information as it deems appropriate to substantiate the amount
of any indebtedness which has been disputed. If the
county auditor or other officer still disputes the amount
of indebtedness, final written notice thereof shall be
given to the agency and the amount disputed may be withheld from allocation and payment to the agency as provided in subdivision (c) of this section. In such event,
the auditor or other officer shall bring an action in
the superior court in declaratory relief to determine the
matter not later than 90 da y s after the date of the final
notice. The issue in any such action shall involve only
the amount of indebtedness, and not the validity of any
contract or debt instrument or any expenditures pursuant
thereto. Payments to a trustee under a bond resolution
or indenture or any kind of payments to a public agency
in connection with payments by such public agency pursuant to a lease or bond issue shall not be disputed in
any action under this section. Any such action shall
be set for trial at the earliest p ossible date and shall
take precedence of all other cases except older matters
Unless an action is brought
of the same character.
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within the time provided for herein, the auditor
or other officer shall allocate and pay the
amount shown on the statement of indebtedness
as provided in subdivision (d) of this section.
"(f) Nothing in this section shall be construed
to permit a challenge to or attack on matters
precluded from challenge or attack by reason of
Sections 32500 and 33501; provided that nothing
in this section shall be construed to deny a
remedy against the agency otherwise provided by
law."
This Section expressly provides for the resolution of disputes
regarding the "amount of indebtedness" but not the validity
of any debt instrument. Accordingly, this Section assumes
the obligation (debt instrument) is valid and provides for
the resolution of disputes regarding the amount of the
Agency's obligation. As such,Aisputes can only arise
where this amount is uncertain, it is my opinion that the
Legislature recognized that tax increments are paid to the
Agency in situations where this amount is uncertain.
Anticipated Obligations
An anticipated obligation exists where the Agency intends to
take a certain action at some time in the futnre but has no
existing obligation to take this action. Section 33670 read
alone provides that tax increments are paid to the Agency on
account of anticipated obligations. The last sentence of
subsection (b) of that Section provides for the payment of
tax increment funds to the taxing entities only when all
loans, advances and indebtedness of the Agency have been
paid. This Section does not provide for subsequent payments
to the Agency on account of future obligations.
Accordingly, this Section provides for the payment of tax
increment funds on account of anticipated obligations.
However, the recent enactment of other sections of the Ccmmunity Redevelopment Law appear to contemplate that tax incr;ement funds a27e not payable on account of anticipated
tions.
While I believe these sections are unconstitutfont.1
to the extent they prohibit the paymetnt of. tax increment
funds on account of these obligations, these sections do not
create a serious problem for the Agency even assamirg they
are constitutional. This follows from tne fact that it io
unlikely that the Agency will have an anticipated obligation
which is not readily converted into an existing obligation
by way cf an agreement between the Agency and the City. So
long as the Agency can legally perform an activity, it can
enter into an agreement with the City by which the Agency
is obligated to perform this activity (Section 33220(e)).
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This agreement will constitute an existing obligation of the
Agency of the second type discussed above. As noted above,
it is my opinion that this type of existing obligation is
included in the meaning of the term "loans, moneys advanced
to, or indebtedness (whether funded, refunded, assumed, or
otherwise)" as used in Section 33670 and accordingly, tax
increment funds are payable to the Agency on account of this
type of obligation.
Because of the uncertainty re garding the Agency's right to
receive tax increment funds based on anticipated obligations,
it is my recommendation that the Agency convert such obligations into existing obligations whenever it appears that the
total amount the Agency is liable for under other existing
obligations is less than the estimated amount of tax increments which will be generated by the redevelopment project
within the next year.
1. b. "BENEFIT" as used in Section 33445.
Section 33445 provides in part, as follows:
"Notwithstanding the provisions of Section 33440,
agency may, with the consent of the legislative body,
pay all or part of the value of the land for and the-.
cost of the installation and construction of any building, facility, structure, or other improvement which
is publicly owned either within or without the project
area, if the legislative body determines:
"(1) that such buildings, facilities, structures, or
other improvements are of benefit to the project area
or the immediate neighborhood in which the project is
located, regardless of whether such improvement is within another project area, or in the case of a project
area In which substantiall y all of the land is publicly
owned that such improvement is of benefit to an adjacent
project area of the agency, and
"(2) that no other reasonable means of financing such
buildings, facilities, structures, or other improvements are available to the community. Such determinations by the agency and the local legislative body
shall be final and conclusive. For redevelopment plans,
and amendments to such plans which add territory to a
project, adopted after October 1, 1976, acquisition of
property and installation or construction Of each
facility shall be provided for in the redevelopment
plan." [emphasis added]
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This Section authorizes the Agency to pay the cost of constructing a public building upon.a determination that, among
other things, the building is ot benefit to the edevelopment
project. There are no repor-.:ed Court decisions or Attorney
word.
General's opinions construin .-: 't.:he meaning of
Accordingly, the extent the 7r.i.h!io building mui-t benefit the
project area before the aaen-!: r:an make this benefit determination is not clear.
nenefin need not be a
It is my opinion that, dhile
predominent benefit to the project area, the building must
affect the project area uniquel y as compared with the remainder of the City. This opinion is based on the Court of
Ap p eals decision in Card 7. Community Redevelopment Agency
7
77
-7---.1".nthat decision
of South Pasadena (0.976) 61 C.A.3rdI(
the Court invalidated an amendment to a redevelopment plan
which added a noncontiguous area to the original redevelopment project area. The Court stated that the area being
added "would not affect the original project area uniquely to that area as compared with the remainder of the City".
The Community Redevelopment Law does not expressly require a
unique relationship between the area being added and the
original project area. The Court in Card, however, had .
It is reasonlittle difficulty requiring this relationship.
able to conclude that a Court will require the same relationship for a "benefit" determination.
Accordingly, it is my opinion that in order to make the
"benefit" determination the City must first determine that
the building uniquely affects the project area in a positive
manner as compared with the remainder of the City.
The City's determination regarding benefit is "final and
conclusive". So long as the City uses a reasonable approach
in making this determination, the Courts will not invalidate
the expenditure. (Sweetwater Valley Civic Association v.
City of National City (1976) 18 C.A.3d 270).
1. c. "NO OTmLR REASONABLE MEANS

OF

FINANCING SUCH FACILITIES,

STRUCTURES OR OTHER IMPROVEMENTS ARE AVAILABLE TO THE
(CITY)" as used 1.n Section 33445,

The zelevant portion of this Section is quoted above.
As with the statutory language discussed above, tIlere are
no reported Court decisions cr Attozney General's opinions
construing the meRning of this language.
It is my opinion the only reasonable interpretation of this
language is to construe it to require no other reasonable
means of financing in light-of other City priorities. To
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construe this language otherwise, is to require the City
to in effect give a "super priority" access to City funds
to those projects which could otherwise be financed with
tax increment funds. This reading renders the entire
section. meaningless, as it is-difficult to conceive of a
situation where the City would not have funds available
if it applied a "super priority" to such projects.
In my opinion the appropriate approach is to determine
whether or not the City would construct the building if tax
increment funds were not available. If the answer is yes,
then another reasonable source of funds is available to the
City and tax increment funds cannot be used. If, on the
other hand, the answer is no, the City can legally determine
that no other reasonable source of funds is available.
As noted above, the City's determination regarding no other
reasonable source being available, will not be invalidated
by a Court, so long as the City used a reasonable approach in making this determination.
2.

USES OF TAX INCREMENT FUNDS

This analysis centers with the question of whether or not a
particular expenditure of tax increment funds is a permitted
use of these funds. The basic statutory provisions dealing .
with the use of tax. increment funds is the first sentence of
subsection (b) of Section 33670. This sentence contains
five major elements:
"(1) That portion of the levied taxes each year in
excess of such amount shall be allocated to and when
collected shall be paid into a special fund of the
Redevelopment Aaency (2) to pay the principal of and
interest on (3) loans, moneys advanced to or indebtedness (whether funded, refunded, assumed, or otherwise)
(4) incurred by such Redevelopment Agency and (5) to
finance, in whole or in part, such a redevelopment
project".
The first element of this sentence describes those funds
which are normally referred to as "tax increment funds".
The second element is self-explanatory. These two elements
do not bear on the above question. Accordingly, to determine
whether a particular expenditure of tax increment funds is
a permitted use of these funds, we must analyze these latter
three elements.
It is my opinion that if an expenditure satisfies the following three tests, it is a permitted use of tax increment
funds.
(60)
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(1) The expenCiture is based on an obligation to make payments to another party pursuant to a contract between
the Agency end that party (Third element);
(2) The expendi.ture is based on un activit y
legally per:form (Fourth element);

i-.11e

Agency can

(3) The expenditure is based cn an activity which is necessary or convenient to the carrying out of the . redevelopment project (Fifth element).

THIRD ELEMENT: "loans, moneys advanced to, or indebtedness
(whether funded, refunded, assumed, or otherwise)"
As stated above under the discussion of the definition of
this statutory language, it is my opinion that tax increments
are paid into a special fund of the Agency to the extent of
existing and anticipated legal obligations of the Agency.
It is obvious that these tax increment funds can only be
paid out of this special fund to make payments to another
party pursuant to a contract between the Agency and that
party. Tax increment funds paid into this special fund are
retained in this account until such time as the existing or
anticipated legal obligations of the Agency are converted
to the first t ype of existing obligation discussed above.
Accordingly, it is my opinion that this third element requires that tax increments be used for payments to another
party pursuant tc a contract between the Agenc y and that
party.

FOURTH ELEMENT: "Incurred by such Redevelopment Agency"
A Redevelopment Agency can only incur legal obligations to
the extent it is empowered to undertake the activity upon
which the obligations are paid. For purposes of utilizing
tax increment funds to pay the obligation, the Agency is
authorized to undertake only those activities authorized
under the Community Redevelopment Law. (Sections 33010, 33670).
The specific activities the Agency is authorized to undertake
are discussed below.

FIFTH ELEMENT: "to finance, or refinance, in whole or in part,
such redevlopment project"
This term describes the required relatonship between (l) ' the
activities for which the tax increment- funds are expended
and (2) the redevelopment project which generated these
funds.
Section 33010 defines a redevelopment project as "any undertaking of (the redevelopment) agency pursuant to the Community
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Redevelopment Law." In this analysis we are only concerned
with those activities (undertakings) of the Agency which
relate to a redevelopment Project for which a redevelopment
plan has been adopted by the Agency. If the Agency has not
adopted a- redevelopmentplan tax increment funds cannot be
paid to the Agency pursuant to Section 33670. (Constitution
Article XVI, Section 16, Section 33670).
The law grants broad powers to the Agency to "plan and carry
out (undertake) plans for the redevelopment of blighted
areas." (Section 32131(a)), and to "enter into contracts
both necessary and convenient for the carrying out of such
plans" (Section 33125(c)). Accordingly, so long as the
activity is "necessary or convenient" for the carrying out
of a redevelopment plan the relationship required by this
fifth element is satisfied. The Agenc y determines whether
a particular activity is "necessary or convenient" for the
carrying out of a redevelopment plan. All such activities
need not be specified in the redevelopment plan and so long as the Agency's determination in this regard is reasonable,
it will not be reversed by the Courts. (In re Urban Renewal
Project 1B (1964) 61C.2d 21)
Assuming a proposed expenditure satisfies the third and
fifth elements, the question remains as to whether this proposed expenditure is based on an activity the Agency is
authorized to undertake under the Community Redevelopment
Law. Section 33122 provides in part that the "agency has
the powers prescribed in (the Community Redevelopment Law)."
Accordingly the question becomes whether the Community Redevelopment Law authorizes the Agency to perform a specific
activity.
Possible Agency activities will be discussed in
Umme .rategories- First, those activities which the Community
Redevelopment Law clearly authorizes the Agency to perform.
(Permitted uses of tax increment funds). Second, those
activities which the Community Redevelo pment Law clearly
prohibits the Aaency from performing. (Prohibited uses of
tax increment funds). Third, those activities which the
Community Redevelopment Law neither clearly authorizes nor
clearly prohibits. (Uses cf tax increment funds which are
neither clearly permitted nor clearly prohibited.)
2. a. Permitted Uses of Tax Increment Funds
Attached is a copy of my September 26, 1974 memorandum to
Phillip Isenberg and a copy of my November 22, 1977
The 1974 memorandum lists
memorandum to Phillip Isenberg.
permitted uses of tax increment funds as the law existed at
that time. The 1977 memorandum discusses funds generated
by the Central City Development Plan to provide low and
moderate income housing. The 1977 memorandum is equally
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applicable to tax increment funds generated in other redevelopment projects.
Subsequent to 1974, the Comnunitv Re6evelopment Law (Health
and.Safet7 Code, Section 3:,-000, at seq.) has been amended to
additionally permit the folicrwing uses of tax increment
funds!
1.
2.

3.

2. b.

Make in lieu property tax payments to any taxing entity
(Section 33401).
Replace dwelling units which housed persons and families
of low or moderate income and which were destroyed or
removed from the 104 or moderate income housing market
as part of the redevelopment project (Section 33413).
Acquire, construct or rehabilitate structures in order
to provide housing for persons and families of low and
moderate Income (Section 33449).

Prohibited Uses of Tax Increment Funds
With one exception, the Community Redevelopment Law does not
prohibit specific uses of tax increment funds. This exception is set forth in Section 33440. This Section prohibits
the Agency from constructing any buildings for residentia,
commercial, industrial or other use.
This prohibition is modified by both Section 33445 and Section 33449.
Section 33445 permits the Agency to pay all or part of the
value of the land for and the cost of the construction of
any building which is publicly owned either within or without
the project area. This modification requires the City to
make two determinations before the Agency can use tax increments for this purpose. The first determination is that the
building benefits the project area or the immediate neighborhood in which the project is located. The second determination .s that no other reasonable means of financing this
building_is available to the City, The mea.ling of the
iancuage "ber.efid "nc other reaLonable means of finarcing"
were discussed above_

Sect2,on 33449 permits the Agency to construct b:Iildings in
order to provide housing for persons and fariliss of low
moCterate income. This section does not require the bui1.77i7 .,:
to be publicly owned, nrJr does it require that the City
the determinations required in Section 33445.
2. c.

Uses of tax increment funds which are neither clearly permitted nor clearly Prohibited.
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The Community Redevelopment Law authorizes the Agency to
perform specific activities listed above under the discussion of permitted uses of tax increment funds. In
addition, this law contains the following general authorizations with respect to the undertaking of redevelopment
projects:
1.

Prepare and carry out plans for the improvement, rehabilitation and redevelopment of blighted areas (Section
33131(a)).

2.

Do any and all acts or things as may be necessary, convenient or desirable except as otherwise provided in
the Community Redevelopment Law which acts or things
will tend to make bonds of the Agency more marketable
notwithstanding the fact that such acts or things may
not be enumerated in the Community Redevelopment Law.
(Section 33659(c)).

The Community Redevelopment Law expressly authorizes those
physical activities the Agency normally undertakes as part
of a redevelopment project. However, this law, with one
exception does not expressly authorize the Agency to undertake
non-physical activities the Agency may want to undertake as
- part - of a redevelopment project. These non-physical activities
ar6 generally termed "social programs". The one exception
is the authorization of the Agency to pay subsidies to persons and families of low and moderate income to assist them
in obtaining housing (Section 33449).
This analysis will deal with the questions of whether
Sections 33131(a) or.33659(c) authorize the use of tax increments to pay obligations based on social pro grams which are
not expressly authorized by the Community Redevelopment Law.
These two sections will be separately analyzed as to the
extent to which they authorize the Agency to use tax increment funds to pay these obligations.
Section 33131(a)

The basic question in interpreting this section is to determine whether the term "redevelopment p lan" as used in Article
XVI, Section 16 of the California Constitution, Section
33670 means (1) plans for the redevelopment of blighted areas
or (2) plans for the improvement, rehabilitation and redevelopment of blighted areas. This question is crucial as Section 33670 authorizes the payment of tax increment funds
to the Agency only if the "redevelopment plan" expressly states
that these funds are to be paid to the Agency.
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If the term "redevelopment plan" only includes plans for
the redevelopment of blighted areas, then funds may only be
used for . "redevelopment activities". "Redevelopment
_activities' are defined in Sections 33020 and 33021. These
sections limit redevelopment activities to physical activities and accordtngly, do not include socal programs except
the one social program expressly authorized by the Legislature.
If, on the other hand, the term "rede,yelopment lan" includes
plans for the tmprovement and rehabilitation of blighted areas,
then tax increment funds may be used for activities'in
addition to "redevelopment activities" (e.g., social programs).
It can be argued that it is unreasonable to believe that the
Legislature intended that blight could only be eliminated
through the employment of "redevelopment activities". This
argument is supported by statements of legislative intent
contained in the Redevelopment Law. The most direct statement of intent is contained in subsection (a) of Section
33037.
This subsection provides that it is the policy of the State
"to protect and promote the sound development of blighted
areas and the general welfare of the inhabitants of the communities in which they exist by remedying such injurious
conditions to the employment of all appropriate means."
However, it is my opinion that had the Legislature intended
that agencies use tax increment funds for social programs,
it would have specifically authorized the Agency to undertake these activities.
I reached this conclusion based on
the extensive regulation of the manner of undertaking "redevelopment activities" set forth in the Community Redevelopment Law. This law does not regulate the manner in which
It is unreasonable
the Agencyeundertakes social programs.
to conclude that the Legislature would extensively regulate
the use of tax increment funds for redevelopment activities
while permitting the unregulated use of these funds for
social programs. The only logical conclusion is that the
Legislature intended that tax increment fun c:e be used on2.y
to carry cut "redevelopment activities". Accorrlingly, it
is my opinion that the term "redevelopment plan" as used in
Article WT., Section 16 of the California Coestituzion,
Section 32670, means plans for the redevelcpment of b1ights6
areas.
want to emphasize that the law is uncertain regarding tiles
question. I have discussed this question with a number of
redevelopment law attorneys. While they are divided on
this question, they all agree the law is uncertain on this
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point. This uncertainty can be clarified either by requesting an opinion of the Attorney General regarding this question or by amending the Community Redevelopment Law to
include social_programa within the definition of "redevelopment activities".
Section 33659(c)
Subject to the following limitations, this section authorizes
the Agency to undertake any activity, including social
programs. This authorization is subject to the following
limitations:
1.

The Agency must determine that the activity will significantly enhance the marketability of its bonds.
This determination should be based on an o p inion of a
qualified financial consultant.

2.

The Agency must anticipate the issuance of bonds in the
near future. Note that where the bonds are secured by
a lease with the City (e.g., lease revenue bonds - the
type of bonds used to finance the cost of the Old Sacramento South Parking Structure) the activity must relate
to the marketability of those bonds. As the amount of
tax increments paid to the Agency does not affect the
marketability of these bonds-, the activity cannot be
aimed solely at increasing the amount of tax increment
funds p aid to the Agency.

3.

The activity must be limited, both in terms of scope. arid
duration, to the extent necessary to enhance the marketability of these bonds. Stated otherwise, the activity
cannot be undertaken for a period of time beyond that
necessary to enhance the marketability of these bonds.

3. RAMIFICATIONS OF AN ILLEGAL EXPENDITURE OF TAX INCREMENT FUNDS
As noted above, tax increment funds can only be expended for
oblicr ions of the Agency which:
1- are based on activities the Agency can legall y perform;
and
2. benefit the redevelopment project which generated these
tax increment funds.
All other expenditures are illegal.
The Agency can recover any illegally expended funds from the
person to whom the funds were paid. (McQuillin Municipal
Corporations (3rd Edition, 1970 Revised Volume Section 39.37,
P. 113.) If for some reason the funds are not recovered
(e.g., the :person to whom the funds were paid is insolvent)
a deficit will result in the tax increment account. This
deficit results because tax increment funds are paid to the
(66L
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Agency only to the extent of its indebtedness. An illegal
expenditure does not constitute a debt of the redevelopment
project, and therefore tax increment funds will not be paid
because of this expenditure.
This deficit will have to be eliminated by using other agency
funds (e.g., emergency reserve t=ds). In the event these
funds are insufficient, the Agenc y would ha,..e to obtain tne
necessary funds from the City, or default in the performance
of its obligation to a third party.
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EXHIBIT "E"

COMMUNITY REDEVELOPMENT LAW
(Part 1 of Division 24 of California Health and Safety Code)

Beginning
at Section

Chapter
1

GENERAL
Article 1.

General Definitions

33000

2.

Redevelopment

33020

3.

Declaration of State Policy - Blighted Areas

33030

4.

Declaration of State Policy - Antidiscrimination

33050

Further Declaration of State Policy

33070

5.

2

REDEVELOPMENT AGENCIES
Article 1.
2.
3.
4.

3

33100

Appointment, Compensation and Removal of
Agency Members

33110

Nature, Jurisdiction, and General Powers
of Agencies

33120

Suspension and Dissolution

of Agencies

33140

OTHER ENTITIES UNDERTAKING OR ASSISTING REDEVELOPMENT
Article 1.
2.

4

Creation of Agencies

Legislative Body as the Agency
Joint Exercise or Delegation
Redevelop

33200

of Power to
33210

3.

Aid, Assistance, and Co-Operation

33220

4.

New Community Development

33250

REDEVELOPMENT PROCEDURES AND ACTIVITIES
Article 1.
2.

Community Prerequisites

33300

Designation of Survey Area

33310
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Beginning
at Section

Chapter
4
(Cont

Article

Selection of Project Area and Formulation
of Preliminary Plans

33320.1

Preparetior and Adoption of Redevelopment
Plans 5y tne Agency

32330

Alternative Procedure for a Joint Public
Hearing by the Agency and the Legislative
Body

32355

Procedure for Adoption of Redeve ■ opment
Plans by the Legislative Body

33360

5.5

Referendums

33378

6.

Owner Participation

33380

6.5

Project Area Committee

33385

7.

Property Acquisition

33390

8.

Property Management

33400

9.

Relocation of Persons Displaced by Projects

33410

10.

Demolition, Clearance, Project Improvements,
and Site Preparation

33420

Property Disposition, Rehabilitation and
Development

33430

12.

Amendment of Redevelopment Plans

33450

13.

Merger of Redevelopment Project Areas in
the City of Sacramento

33460

Merger of Redevelopment Project Areas in
the City of San Bernardino

33470

Merger of Redevelopment Project Areas in '
the City of San Leandro

33476

Merger of Redevelopment Project Areas in
the Cities of Richmond and Pittsburgh

33478

Merger of Redevelopment Project Areas in
the Cities of Chula Vista, San Jose, and
Santa Fe Springs

33480

Merger of Project Areas

33485

Actions Involving Redevelopment Plans or
Bonds

33500

Actions for Money or Damages

33510

3.
4.
4.5

5.

11.

14.
14.2
14.5
15.

16.

5

LEGAL ACTIONS
Article 1.
2.
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Beginning
at Section

Chapter
6

FINANCIAL PROVISIONS
Article 1.

General

33600

Community Redevelopment Agency Administrative
Fund

33610

3.

Redevelopment Revolving Fund

33620

4.

Community Appropriations and General Obligation Bonds

33630

5.

Agency Bonds

33640

6.

Taxation

33670

2.

7

SPECIAL HOUSING AND RENEWAL

8

REDEVELOPMENT CONSTRUCTION LOANS
Article 1.

9

33701

General Provisions and Definitions

33750

2.

Powers and Procedures

33760

3-

Bonds and Notes

33775

4.

Residential Construction

33790

SPECIAL ASSESSMENTS
Article 1.

Definitions

33800

2.

Findings and Declarations

33810

3.

Proceedings

33820

4.

Collection of Assessments

33840

5.

Legal Actions, Exceptions

33850
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EXHIBIT 'Fr

I. SUBSTANTIVE gR PROGRAMMTIC POWERS

A. GENERAL
33020

Redevelopment; definitions

33021

Redevelopment; inclusions

B. SPECIFIC
33334.2

Housing for persons and families of low or moderate income;
findings

33334.5

Replacement dwelling units; place provisions

33413

Replacement dwelling units; availability equal to number
destroyed or removed; allocation requirements; application
term of operation

33445

Payment for land or buildings publicly owned; contract with
community or public corporation; agreement with rapid transit
district

33446

School districts; construction and lease of buildings; title;
terms and conditions

33447

Public services and facilities; low and moderate income housing
fund; report; duration of section

33449

Acquisition, donation and improvement of land; construction or
rehabilitation of structures; term of operation of rental
housing development; application.

II. ADMINISTRATIVE OR MINISTERIAL POWERS

33125

Lawsuits; seal; contracts; bylaws and regulations

33125

Officers and employees; personnel rules and regulations;
contracts for staff services

32127

Office; travel expenses

33131

Plans; dissemination of information; applications for federal
programs and grants

33132

Public or private aid

33133

Other Assistance

(71)
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33134

Insurance

33135

Providing relocation assistance

33334.2(e)

ousing for persons and families of low or moderate income;
powers

33333.1

Financial burden or detriment to taxing agencies; inclusion
of provisions for payment

33341

Bonds; expenditure of proceeds; repayment

33342

Acquisition of real property

33391

Methods

33392

Acquisition between formulation of preliminary plan and adoption
of redevelopment plan; limitation on eminent domain

33396

Acceptance of surplus real property; disposition; funds

33401

Payments in lieu of property and school taxes; proportionate
share distribution

33420

Clearing land

33421

Development of building sites

33430

Disposal of property interests

33442

Disposition of land for public housing

33460

Amendment of redevelopment plans; continuation of constituent
projects under own plan

33600

Acceptance of financial and other assistance; expenditures

33601

Borrowing; state or federal government or public agency assistance; private lending institutions

33603

Investment of reserves and surplus funds

33640

Insurance; refunding

33641

Types

33650-33659 Powers of agency; bonds
33670

Division of taxes levied; allocation

33678

Redevelopment tax increment revenues not deeme rl to be proceeds
of taxes within meaning of Const. Art. 138; expenditure limitations; -1development activity; effect of future taxin9 power
of agency.

SPECIFIC P tIOrlIBI NONS
33335

lease or sale of property; exception

33392

Acquisition between formulation of preliminary plan and adoption
of redevelopment plan; limitation on eminent domain
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33393

Acquisitions from members and officers; eminent domain

33395

Property devoted to public use; consent of public body

33421.1

Provision of improvements; findings

33432

Property required to be leased or sold; conditions

33440

Construction of buildings.

(73)
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EXHIBIT IV
9/30/81

DISPLACEMENT OF HOUSING UNITS AND PAYMENT OF RELOCATION COSTS

(Approximate figures)
Dwe 1
. 1ing Units
DemoliGn.?.d
. .
825.t/

Pavments

Project No. 2-A

9/1/56 to 11/30/59

Project No. 3

4/15/61 to 11/30/70

193

118,833

Project No. 4

4/18/67 to 5/5/72

501 1/

418,536

NDP Areas

1970 to 6/30/76

196

345,556

Oak Park

7/1/75 to 10/31/76

9

34,490

CDBG

7/1/75 to 10/31/76

10

96,656

1976

5

42,250

Singleperson's Facility

$ 49,170

Alkali Flat

7/1/76 to 9/30/77

44

153,425

CDBG

10/1/76 to 9/30/77

21

83,747

CDBG

10/1/77 to 9/30/78

11

19,382

CDBG

10/1/78 to 9/30/79

17

119,676

CDBG

10/1/79 to 9/30/80

11

19,465

1,845

$1,501,188

Dwelling unit count by definition at that time
did not include residents of hotels.

(This table compiled by Technical Services Division)
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October 15, 1981

MEMO TO: BILL EDGAR, EXECUTIVE DIRECTOR, HOUSING & RF.DEVELOPMENT
FROM:

L. M. FRINK, TRAFFIC ENGINEER

SUBJECT: RESPONSE TO ITEM 7 OF YOUR SE7 T EMBER 2nd ••:EMO

I dictn't receive your September 2nd memo ri'gardIng Budget & Ther:nce followup 7eocrts until October 6tn. Jack Cr1st says he never received nis copy.
Jack and I got to g ether to prepare a response to Item #7 in your letter.
Jack had his people dig out a lot of.financial statistics that have probably not been put together in one place before.
The combined estimated available fund balance in the Parking Facilities
Parking Fund and the Parking Authority Fund is $790,000 after deducting
for the City's share of the 1-5 Garage, the 1981-82 Parking Capital Improvement Program and the Revenue Control Project.
This does not consider fiscal year 1981-82 operating revenues and expenses,
but it is estimated the available fund balance Will increase as the offstreet parking program is currently making a profit as shown below:

Year

Net Parking
Revenue

74-7 ;
75-76
76-77
77-78
78-79
79-80
80-81

$ 338,023
423,256
- 47,374
- 29,547
- 44,581
327,487
578,042

The City pays rent to the Redevelopment Agency based on a percentage of revenues from the lots we operate. This rent is growing as shown below:
Year
74-75
75-26
76-77
77-78
73-79
79-80
80-81

$

47,776
133,899
205,673
286,C18
287,168
475,039
630,804

It appears that if the Agency puts their rental income from the parking lots
aside for the Lot U garage project, there should be enough money in the combined City and Agency funds to pay for the new garage in a few years. The
new garage could then be financed in a similar fashion to the way we recently
financed the garage under 1-5.
You may want to rephrase this before submitting it to the Committee.
L1,7/mf

cc: Jack Crist & Ron Parker

NET

FUNDS AVAILABLE FOR NEW PROJECTS
(EXCEPT AS NOTED)

1982
1.

Project No.

$1,001,216
1,115,571
$2,116,787

-01,006,478
$-1,006,478

-01,J07,125
$1,107,125

-0831,800
831,800

$

-0914,980
914,980

$

-0-

-0-

-0-

-0-

$

914,980

'$-1,006,478

$1,107,125

-01,224,235
$1,224,235

-01,248,71.9
$1,248,719

-0-

$2,116,787

$

831,800

555,720
1,153,625
$1,709,345

-01,176,697
$1,186,697

-01,200,231
$1,200,231
-0-

$

-0-

-0-

$1,709,345

$1,176,697

$

$

-0-

$1,248,719

Project No. 3
Fund balance
Revenue
Revenue and fund Dalance
Debt Service
Net Available

4.

1986

1984

2-1

Fund balance
Revenue
Revenue and fund balance
ExpenditureE,-operating
Net Available

'

1985

1983

Parking Facility Fond
Fund balance
Revenue
Revenue and tuna balance
Expenditures-operating
Net Available

2.

BY YEAR

Project No.

$

165,065
444,978
610,043
-0-

$

610,043

-0639,407
$ 639,407
(639,407)
$
-0-

-0462,954
$ 4627975-4(462,954)

$

$

-o-

-0472,213
r- 472,213
(472,213)

-0481,657
$ 481,657
(481,657)

$

$

4

Fund balance
Revenue
Revenue and fund Lalance
Expenditures
Debt Service
Net Available

$1,502,731
643,378
$2,146,109

$

-0-

$2,146,109

-0656,245
656,245
-0(193,900)

$

462,345

$

-0669,370
669,370
-0-

(193,900)
$ 462,345

$

-0682,757
682,757
-0-

(197.,906)
$ 338,857

$

-0696,412
696,412
-0-

(193,900)
$ 502,512

5.

1984

1985

$

985,377
1,469,840
$2,455,217
-02,455,217

-01,499,237*
$1,499,237
-01,499,237

-01,529,221
]!9, 221
-0$1,529,221

-01,559,806
1,559,806
-0$1, 559,806

$2,003,923
239,740
$2,243,663
-02,243,663

$

$

$

1986

$

-01,541,002
TY,541,002
-0T[3T,00

Emergency Reserve
Fund balance
Revenue
Revenue and fund balance
Expenditures-operating
Net Available

7.

1.983

Project No. 8
Fund balance
Revenue
Revenue and fund balance
Expenditures-operating
Net Available

6.

1982

f

-0244,534
244,534
70244,534

$
$

-037,600
37,600
-037,600

$
$

-0507,600
507,600
-0507,600

$
$
$

-037,600
37,600
-037,606

Replacement Housing
Fund balance
Revenue
Revenue and fund balance
Expenditures-operating
Net Available
TOTAL AVAILABLE

929,774
301,398
$1,231,172
-0$1,231,172
$

$12,512,336

$4,214,613

$4,157,502

$4,786,977

$4,486,958

EXHIBIT II

RECOMMENDED FINANCING PLAN - TAX INCREMENT

YEAR
1992

ACTIVITY

ORIGINAL STAFF/COMMISSION
RECOMMENDATiON
(JANUARY 4)

Operating Expenditures
Debt Service

$1,487,000

RECOMMENDATLON BY BUDGET
& FINANCE COMMITTEE
(1::EhRUARY 23, 1982)

WORK SCHEDULE

$1,487,019

Throughout A982

574,610

574,610

Capitol Improvements
a. Replacement Housing/
Commercial Rev,lalization

3,500,000

Prepare and adopt Replacement Housing Plan (March-April).

1,500,009

Based on Replacement Housing Plan, merger of downtown project areas and updates of Oak Park/Del Paso Heights Plan,
pare sp.2cific projects for funding, e.g., 3 projects at 20
units each (April-December).
Prepare a Commercial. Revitalization loan program wad
back by July 1, 1982 (120 days).
Investigate List
1,14
crements andother funds for commercial revitalization.
b.

Waterfront-61d Sato

1,600,000

Approval of preliminary plans by all parties (March-May).
Prepare plans and specs for Phase T and I I

(May-October).

c.

Garage Art Work

300,000

Selection of artists (June) and construction in ehrly

d.

Parking Cntrt.1

187,000

Under construction.

Revolving Loan Fund

1,500,000

500,000

!9C3.

Fund to be established and operated as needed, without time
limits to purchase building (e.g., Enterprise Hotel, Diana
and Fashion Saloon) that are not moving ahead.
Agency would
sell building to other developers and replenish loan fond.
Specific use of this fund to be approved by Agency.

300,000
187,000
1,500,000

>
1-3

2
6-3

ACTIVITY

YEAR
1982

Reserves
a. Debt Service
b. Contingency
c. Carry over for
1983 projects

ORIGINAL
RECOMMENDATION

$

RECOMMENDATION BY BUDGET
& FINANCE Cf*IMITlEE
(FEBRUARY 23 1982)

WORK SCHEDULE

$

379,430
100,000

379,430
100,000

$ 2,893,000

2,893,000

$12,512,336

$11,412,336

New activities (as of B/F
meeting of Feb. 9th)

$

-0-

a. Museum & History Center

$

-O-

b. Street Sweeping Program

$

-0-

Use of Cit y gerz:ral levanuc funds
formerly earmarked tor History
Center*

c. Security Patrol

$

-0-

Use of Pilot Funds**

TOTAL

$12,512,336

* (up to $25,000/year for
** ($70,000/year)

EWO

years)

Preparation of agreement with
History Center developers
(March-May)

$

1,100,000

$12,512,336

YEAR
1983

ORIGINAL
RECOMMENDATION
(JANUARY 41_

ACTIVITY
Replacemenz HousiL6

$1,000,000

Waterfront - Old Sa,:ramento

5,599,523

Handicapped access for Old
Sacramento

435,000

Carryover for 1964 projects

73,312

RECOMMENDATION BY BUDCEI
6 FINANCE COMMITTEE
WORK SCHEDULE

(FEBRUARY 23, 1982)

Implement specific projects in 1981,
in accordance with approved Replacement Housing Plan.
Construct Phase I and portion of
Phase 'I, Spring 1983.
Prepare an agreement with City to construct improvements, Spring 1983.

Same as January 4th

$7,107,890

Commercial rehabilitation
Joan program

1984

Replacement Honsiag

None

$1,000,000

"H"

400,000

Carryover for 1985 pt,jects

Implement program in 1983.

Implement specific projects in 1984,
in accordance with approved Replacement Housing Plan.
Preparation of plans and specifications in 1984.

Same as January 4th

2,830,814

$4,230,614
Possibth new major hotel
and office complex

None

Assumed completed in 1984.

Tax increments generated by this specific
projeet w.ed to service bond. Band pro-

ceeds bc loahed to developer for acquioition oa
*
* Estimated bpild ir.sdeo

million from project tax increments.

YEAR
1985

ACTIVITY
Replacement Housing

Construction of "U" Carage
Carryover for 1986 projects

ORIGINAL
RECOMMENDATION
(JANUARY 4)
$5,000,000

WORK SCHEDULE

RECOMMENDATION BY BUDGET
FINANCE COMMITTEE
(FEBRUARY 23, 1982)

Implement specific projects in accordance
with approved Replacement Housing Plan.

2,300,000

Same as January 4th

317,791

$7,617,791

1986

Replacemeut Housing

3,500,000

Carryover for 1987 projects

1 304 749
$4,804,749

Implement specific projects in accordance
with approved Replacement Housing Plan.

Same as January 4th

•

ATTACHMENT III

EXHIBIT III

A. Debt Service (see attachment)

1.

$574,610 (1982)
Project Area 3 (repayment of Tax Increment
Bonds)

$ 392,672

- Project Area 4 (repayment of Tax Increment
Bonds)

$ 181,938
$ 574,610

2.

$379,430 (1982)
- Project Area 3 (repayment of Capitol Mall
Extension)

$ 185,530

- Project Area 4 (repayment of Old Sacto.
Parking Garage)

$ 193,900
$ 379,430

B. Garage Art Work
The following garages are included in the determination
of 3% art work:

C.

- Liberty House Garage
3% x $2,000,000 (local share)

= $ 60,000

- Weinstocks Garage
3% x $4,606,870 =

= $138,206

- Garage "P"
3% x $4,800,000

= $144,000

Total possible use

= $342,206

Estimated to be used

= $300,000

Memorial Auditoruim
The Redevelopment Agency Plan for Project 8 as amended
inclr.de the Memorial Auditoruim in its boundaries as
indicated on the attached map.

(E2)

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
ANNUAL BUDGET

ACTIVITY
DEBT SERVICE
REDEVELOPMENT BONE AND NOTE INTERES -

DEPARTMENT
NON-DEPI,RTMENTAL
ITEM

PAMILTIT.S_EM...22.=2.11.1,....a.aliaT.M=
Mended
Preliminary
final
.1981 Budget 1982 Budget

Final Budget
1982

EMPLOYEE SERVICES
OTHER SERVICES AND SUPPLIES

4,745,066 2,085,761

EQUIPMENT
4,745,066 2,085,761

OPERATING TOTAL
DISTRIBUTED OVERHEAD

-0-

-0-

REQUIRED FUNDING

4,745,066

2,085,761

SOURCE OF FUNDS
Tax Increment
Urban Renewal

$

448,814
4.296,252
$4,745,066

$
1,511,15'.
$2,085,761

PROGRAM INFORMATION
Tax Increment Bonds
$2,800,000 in Project 3 Tax Increment Bonds were issued in 1963 to
fund construction of public facilities and site improvements in
the project. The bonds are all due and payable in 1993. All tax
increments produced by the project are pledged to bond servicing.
Any annual tax increments that exceed interest payments on the
bonds are used to purchase and retire outstanding bonds.

F- 6

•

Lease Revenue Bonds
$2,700,000 in Lease Revenue Bonds were issued in 1S77 to furnish
permanent financing for the Old Sacramento South Parking Garage.
The City makes the $16,938 bond payments and the Agency fully
reimbutses the City from Project 4 tax increments. Surplus incremencs are n7.:t pledced to bond retirement and are available to
meet otrer costs cf tht project
Priz..ict Notes
The $1,4i5,000 in Pro=1 ,-.cz 3 note scneduled to be issued in December 1931, will be used to pay off note maturing in December 1981.
BUDGET HIGHLIGHTS
Debt service for 1982 is expected to decrease by a net of $2,659,305,
due to the following factors: total interest is down $154,868 as
the amount of outstanding bonds and notes decreases. Bond principal repayment increases by $135,563 (supplied by Project 3 tax increments pledged to bond repayment), and Project Note retirement
decrease by $2,640,000, owing to reduced financing for Project 3
notes and closeout of Project 4. Federal financial closeout does
not affect tax increments.

SijMMARY

Operating Requirements

Amended
Final
1981

Preliminary
1982

$4,745,066

$2,085,761

Final
1982

Number of Positions
% of Total Agency Budget
Operating Requirements

16.39%

7.01%

Positions
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SACRAMENTO DOUSING AND REDEVELOPMENT AGENCY
REDEVELOPMENT AGENCY
Debt Service Data
*

Oricjin,11
.Isstie

t,o1s1,41 n Iiiri
at 12/31/81

FY of
Last Flmit.

Source of
Funding

Principal

.'kJLREX1.-

IN

Total

Principal

1982 Dikkfet
Interest

$ 02,914 $ 254,914

$ 314,000

$ 78,672 $

392,6/2

137,758

136,938

181,938

(11,962)

1981 Budget
Interest

TolaT

1931 vs 1902
Inc/Olec)

REDEVEZEWMINT BONES
Project 3
Project 4

la

Sub-Total
P(xJELT NO1ES
Project 3

Project 4
Sub-Total
TWAL

REDEVEWPMCIff

••••n

CO

01

$ 2,800,000 8 1,954,000
2,700,000

2,538,563

1993

Tax Increments

2005

lease

Revenue/
Tax Increments

$ 5,500,000 $ 4,492,563

(1901
$ 1,41.5,006 $ 1.415,006

-0-

-0-

$ 1,415.000 $ 1 415,000
$ 6,915,000 $ 5,907,563

$ 172,000
51,437

142,463

193,900

45,000

$ 223,437

$225,377 $ 448,814

$ 359,000

.215,6u(

71 Liu
s„

1

125,796

$ 96,151 $1,511.151

$

(.33,364)

1982

Federal
Urban
Renewal

$1,510,000

$114,515 $1,644,515

$1,415,000

1981

Federal
Urban
Rencv.o.1

2,525,000

125,737 2,651,737

-0-

$4,055,000

$241,252 $4,296,252

$1,415,000

$ 96,151 $1,511,151

$ (2,785,101)

$4,27a,437

$466,629 S4,745,066

$1,774,000

$311 2 761 $2,n1,5,761

$ (2,5..59,305)

-0-

-0-

(2,651,737)
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