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This leiter is to request your essistance in relation to the allocation of property tax revenues to
the Fort Ord Reuse Authority (FORA), FORA was established, pursuant to the Fort Ord Reuge
. Authority Act, Title 7.85 of the Government Code, to oversee the economic recovery of the
' Montetey Bay area from the closure of and reuse planning of the former Fort O_rd military base,
FORA is governed by a board comprised of representatives within the boundaries of Fort Ord

and includes the County of Monterey, local cities, and other taxing entities.

FORA has expressed interest in using bonding funds to remove the remaining blight within the
former Fort Ord and there is confusion and conflict as to whether FORA is legally considered a -
statutory pass-through for the purposes of bonding. Because of this, I am a}slf:in_g that the
California Depattment of Finance (DOF) clarify the following issues pertaining to FORA’s

bonding authority, -

Pursuant to the FORA Act, FORA is currently scheduled to dissolve on June 30, 2020, Priorto
its dissolution, FORA’s members desire to issue bonds for the purpose of financing the removal
of blighted buildings. These bonds are proposed to be secured by FORA’s s:ha:re of property tax
increment tevenues generated within the redevelopment project areas established .wﬁ;hm Fort '
Ord. Health and Safety Code Section (HSC) 33492.71(c) provides for the allocation of a portion
of these propetty tax revenues to FOR A, and various taxing entities, and further provides that
such revenues will continue to be allocated to the extent needed to pay FORA’s bond dflat'at
service following FORA’s dissolution, FORA’s member agencies, which incIu'de the cities of
Seaside and Marina and the County of Monterey and whose redevelopment project areas
generate FORA’s property tax revenuss, have consistently treated FORA's tevenues as statutory
pass-through payments both before and after the dissolution of redevelopment agencies,
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~ There i3, however, a statutory ambiguity resulting in uncertainty as to whether FORA's share of
property tax revenues can be ireated as a statutory pass-through following the dissolution of
redevelopment in California. HSC Section 34183(a)(1), which authotizes county auditor
controllers to pay statutory and negotiated pass-through payments that previously were paid by
redevelopment agencies, does not include a reference fo the statutory provision that provides for -
FORA’s statutory pass-through payment as outlined in HSC Section 3349271,

FORA and its member agencies believe that, if FORA’s share of property tax revenues is not a
statutory pass-through payment, it should instead be treated as an “enforceable obligation” of the
redevelopment successor agencies receiving tax increment from within Fort Ord, Forpurposes
of the Redevelopment Dissolution Act, HSC Section 34171(d)(1)(C) defines “enforceable
obligations” of a redevelopment successor agency to include, among other things, “obligations
imposed by state law, other than pass through payments that are made by the county auditor- -
controller pursuant to Section 34183.” If the paynients authorized by HSC Section 33492.71(c) -
are not statutory pass-through payments, then HSC Section 34181(d)(1)(C) appears to include
these payments within the definition of enforceable obligation. :

Pass-through payments and enforceable obligations ate administered differently under the
Rédevelopment Dissolution Act. Pursuant to HSC Section 34183(a)(1), county auditor
controllers are responsible for calculating and paying statutory pass-through payments, whereas
under HSC Section 34177, subdivisions (&) and (o), redevelopment successor agencies are
responsible for paying enforeeable obligations, including listing all enforceable obligations-on
-annual Recognized Obligation Payment Schedules (ROPS) and obtaining approval of each
ROPS by the successor-agency’s oversight board and DOF. :

Tn order to issue bonds Secured by this revenize stream, FORA needs to know whether the
payments to FORA are propetly treated as statutory pass-through payments or enforceable
obligations and either; (a) the determination of whether the payments to FORA are statutory
pass-through payments is appropriately made by the Monterey County Auditor-Controller (CAC)
and DOF does not and will not dispute the CAC’s determination on this matter, or (b) DOF
agrees with the successor agencies and the CAC that FORA’s share of tax increment is propetly
treated as a statutory pass-through to be administered by the CAC pursvant to HSC Section
34183(a)(1). : S :

~ In previous discussions with FORAs legal counsel regarding the proper ireatment of FORA’s
propetty tax revetme stream, DOF raised the possibility that FORA’s propeity tax revenue '
stream may not be available to FORA at all following the dissolution of the redevelopment
agencies in Marina, Seaside and the County of Monterey, HSC Section 34189 was referenced,

“which provides that, as of February 1, 2012, the date on which all redevelopment agencies in’
California were dissolved, “all provisions of the Community Redevelopment Law that depend on
the allocation of tax increment to redevelopment agencies, including, but not limited to, HSC
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Sections 33445, 33640, 33641, and 33645, and subdivision (b) of Section 33670, shall be.
inoperative.” - - .

It is my understanding that FORA believes this interpretation of the Redevelopment Dissolution
Statutes is incorrect for several reasons; '

o First, the FORA Act and HSC Section 33492.78, which provides for the allocation of tax
increment generated within Fort Ord to school and community college districts, have
both been amended since the dissolution of redevelopment agencies in February,

2012, This indicates that the legislature knew that FORA existed and continued to

receive its pass-through payments pursuant to HSC Section 33492.71 following the
dissolution of redevelopment agencies, :

¢ Second, HSC Sections 33492.71 and 3349278, which allocated property tax ihcrement to
FORA and school entities, respectively, both provide that redevelopment agencies will
make the payments provided for in those sections instead of the otherwise-applicable -
statutory pass-through payments provided for under HSC Sections 33607.5 and
33676, This indicates that the allocations of property tax revenues generated within Fort
Ord project areas provided for under HSC Sections 3349271 and 33492.78 serve the -
same purpose and apply in lieu of the typical statutory pass-through provisions set forth
in the Community Redevelopment Law and that these provisions should have been listed
in HSC Section 34183(a)(1) as statutory pass-through payments to be calculated and paid

- by the CAC, FORA believes the omission of HSC Sections 33492.71 and 3349278 from

HSC Section 34183(a)(1) was an oversight on the part of the legislature when the
Redevelopment Dissolution Act was drafted, —

¢ Third, while HSC Sections 33492.71 and 33492.78 were omitted from the list of statutory
pass-through provisions set forth in HSC Section 34183(a)(1), Section 33492,72 is -

- referenced in Section 34183(b) among the statutory provisions authorizing subordination
of statutory pass-through-payments. This supports the conclusion that the legislature
intended to treat the payments provided for in HSC Sections 33492,71 and 33492.78 as
statutory pass-through payments. - '

+ TFinally, to date, all patties, including the County of Monterey and the cities of Seaside
 and Marina, have treated FORA’s share of tax increment as & statutory pass~through
payment and the CAC has distributed these payments to FORA as a statutory pass-
through evety year since redevelopment agencies were dissolved in 2012. The CAC has -
indicated to FORA that DOF has been aware of the payments to FORA and has never
" objected to these payments,




e

. Director Bosler

November 5, 2019
Page 4

It should be notfed that, if FORA’S property tax revenue allocation is & pass-through, FORA and
its members believe the revenue stream will continue as long as the successor agencies in -
Marina, Seaside and.the County of Monterey, respectively, have enforceable obligations
outstanding. In contrast, enforceable obligations are paid in accordance with their terms
regardless of former redevelopment plan limitations, FORA and its members are comfortable
with, and have no objection to, the limited time frame during which FORA will receive its share
of property tax revenues to assure bond holder payments, if this allocatmn is treated as-a
statutory pass-through payment. :

In order for FORA to issue bonds secured by its share of property taxes generated from the -
redevelopment project areas within the Fort Ord boundaries, FORA needs to know with certainty
that these property tax revenues will continue to be allocated to payment of FORA’s bonds
pursuant to HSC Section 33492, 71(d)(1)(A) (prior to FORA’s dzssolutlon) and (d)(l)(D)
(following FORA’s chssolu‘uon) '

I am requesting that DOF confirm FORAs allocation of property taxes pursuant to these
statutory provisions is properly considered a statutory pass-through payment, which the CAC is
required to pay to FORA pursuant to HSC Section 34183(&)(1), in a written response by -
November 25, 2019;

Thank you for your aﬁ:ention to this matter, If you have any questions, please feel fiee to contact
Bethany Westfall or Tobias Uptain-Villa, with my staff, at 916- 651-4017.

Sincerely,

WILLIAM W. MONNING &

Senator, 17th Distric_:t
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