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JOHN CHIANG 

California State Controller 
 

April 17, 2013 

 

 

 

Gregory Wade, Deputy Director 

Imperial Beach Redevelopment/Successor Agency 

825 Imperial Beach Boulevard 

Imperial Beach, CA  91932 

 

Dear Mr. Wade: 

 

Pursuant to Assembly Bill 26 (ABX1 26, Chapter 5, Statutes of 2011, First Extraordinary 

Session), the State Controller’s Office reviewed the asset transfers made by the Imperial Beach 

Redevelopment Agency for the period of January 1, 2011, through January 31, 2012. Our review 

included, but was not limited to, real and personal property, cash funds, accounts receivable, 

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

source. 

 

Our review disclosed that the Imperial Beach Redevelopment Agency transferred unallowable 

assets totaling $22,688,281; however, the City subsequently transferred $11,400,000 in assets to 

the Successor Agency on April 30, 2012. In addition, the remaining assets identified in this 

report have been documented as Successor Agency assets as of June 30, 2012, and the City 

intends to work with the Successor Agency to fully implement changes in ownership documents 

of these assets. 

 

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

Bureau, at (916) 324-7226. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA  

Chief, Division of Audits 

 

JVB/vb 

 



 

Gregory Wade, Deputy Director -2- April 17, 2013 

 

 

cc: Gary Brown, City Manager 

  City of Imperial Beach 

 Steven Szalay, Local Government Consultant 

  California Department of Finance 

 Tracy M. Sandoval, Auditor-Controller/Assistant Chief Financial Officer 

  San Diego County 

 Mayda C. Winter, Chairman Oversight Board 

  Imperial Beach Redevelopment Agency Successor Agency 

 Richard J. Chivaro, Chief Legal Counsel 

  State Controller’s Office 

 Scott Freesmeier, Audit Manager 

  Division of Audits, State Controller’s Office 

 Radu Stefan, Auditor-in-Charge 

  Division of Audits, State Controller’s Office 

 Claudia Corona, Auditor 

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

by the Imperial Beach Redevelopment Agency for the period of 

January 1, 2011, through January 31, 2012. Our review included, but was 

not limited to, real and personal property, cash funds, accounts 

receivable, deeds of trust and mortgages, contract rights, and any rights 

to payments of any kind from any source. 

 

Our review disclosed that the Imperial Beach Redevelopment Agency 

transferred unallowable assets totaling $22,688,281. Those assets must 

be returned to the Successor Agency. 

 

 

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

statewide elimination of redevelopment agencies (RDAs) beginning with 

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

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

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

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

 

ABX1 26 prohibited RDAs from engaging in new business, established 

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

Successor Agencies to oversee dissolution of the RDAs and 

redistribution of RDA assets. 

 

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

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

the Legislature’s constitutional authority to dissolve the RDAs. 

 

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

beginning with section 34161. 

 

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

State Controller is required to review the activities of redevelopment 

agencies (RDAs), “to determine whether an asset transfer has occurred 

after January 1, 2011, between the city or county, or city and county that 

created a redevelopment agency, or any other public agency, and the 

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

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

 

The SCO has identified transfers of assets that occurred during that 

period between the Imperial Beach RDA, the City of Imperial Beach, 

and/or other public agencies. By law, the SCO is required to order that 

such assets, except those that already had been committed to a third party 

prior to June 28, 2011, the effective date of ABX1 26, be turned over to 

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

ensure compliance with this order. 

 

  

Summary 

Background 
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Our review objective was to determine whether asset transfers that 

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

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

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

agency, and the RDA, were appropriate. 
 

We performed the following procedures: 

 Interviewed Successor Agency personnel to gain an understanding of 

the Successor Agency operations and procedures. 

 Reviewed meeting minutes, resolutions, and ordinances of the 

Imperial Beach City Council and the Imperial Beach RDA. 

 Reviewed accounting records relating to the recording of assets. 

 Verified the accuracy of the Asset Transfer Assessment Form. This 

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

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

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

property, etc.). 
 

 

Our review disclosed that the Imperial Beach Redevelopment Agency 

transferred unallowable assets totaling $22,688,281; however, the City 

subsequently transferred $11,400,000 in assets to the Successor Agency 

on April 30, 2012. In addition, the remaining assets identified in this 

report have been documented as Successor Agency assets as of June 30, 

2012, and the City intends to work with the Successor Agency to fully 

implement changes in ownership documents of these assets. 
 

 

We issued a draft review report on December 6, 2012. Gary Brown, 

Executive Director, responded by letter dated December 17, 2012, 

disagreeing with the review results, and subsequently submitted a 

response via email on March 19, 2013. The city’s responses are included 

in this final review report as attachments. 
 

 

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

Beach, the Imperial Beach Redevelopment Successor Agency, the 

Imperial Beach Redevelopment Successor Agency Oversight Board, and 

the SCO; it is not intended to be and should not be used by anyone other 

than these specified parties. This restriction is not intended to limit 

distribution of this report, which is a matter of public record when issued 

final. 
 

 

 

     Original signed by 
 

JEFFREY V. BROWNFIELD 

Chief, Division of Audits 

April 17, 2013 

Objectives, Scope, 

and Methodology 

Restricted Use 

Views of 

Responsible 

Official 

 

Conclusion 
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Finding and Order of the Controller  
 

On September 2, 2009, the Imperial Beach Redevelopment Agency 

(RDA) entered into an agreement with Sudberry Development, Inc. for 

redevelopment of the former Miracle Shopping Center and North Island 

Credit Union located at the southwest corner of 9
th
 Street and Palm 

Avenue (the Property). The agreement was amended twice: on January 4, 

2011, when the RDA desired to extend the negotiation period by 120 

days, and again on June 1, 2011, when the agency desired to extend the 

negotiation period by 132 days. The amendments state that “If the 

Disposition and Development Agreement (DDA) had not yet been 

executed, upon the termination of the Extended Negotiation Period, then 

this Agreement shall automatically terminate, unless the Agency (RDA), 

in its sole discretion, agrees in writing to an extension.” This agreement 

has not been officially canceled; however, there were no other 

amendments added after June 1, 2011. 

 

On February 16, 2011, the City of Imperial Beach (the City) and the 

RDA entered into a Cooperation Agreement within which were 

identified several projects to be carried out by the City on behalf of the 

RDA. Following this agreement, on March 9, 2011, the RDA authorized 

the transfer of portions of the Property constituting approximately 3.9 

acres and referenced by Assessor Parcel Numbers 626-250-03 and 626-

250-04 through 626-250-06 from the RDA to the City, and the RDA also 

authorized the transfer of certain tax-exempt bond proceeds of the RDA 

to the City for the development of a shopping center on the Property, 

including the construction of certain public improvements. 

 

The transfer of the Property and the bond proceeds were recorded in the 

RDA General Ledger as follows: 

 
GM 04346 AJ 

June 30, 2011 Record sale held for resale at 9
th

 and Palm $ 3,330,582 

GM 04346 AJ 

June 30, 2011 Record sale held for resale at 9
th

 and Palm  7,957,699 

GM 02792 AJ 

March 1, 2011 Transfer from fiscal agent  11,400,000 

Total  $ 22,688,281 

 

Health & Safety (H&S) Code section 34167.5 states that transfers of 

RDA assets to “…a city or county or city and county… or any other 

public agency after January 1, 2011 that are not contractually obligated 

to a third party for the expenditure or encumbrance of those assets” shall 

be returned to the RDA or the Successor Agency. 

 

The Successor Agency has informed us that the City is in the process of 

finalizing documents to transfer the real property back to the Successor 

Agency. In addition, on September 12, 2012, the Oversight Board of the 

Successor Agency approved the transfer of the property and bond 

funding to the City to implement the February 16, 2011 Cooperation 

Agreement.  

FINDING— 

Asset transfer to 

the City of 

Imperial Beach 
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Order of the Controller 

 

Based on H&S Code Section 34167.5, the City is ordered to complete its 

transfer of the real property as planned. Any future actions taken should 

be subject to Successor Agency, Successor Agency Oversight Board, and 

Department of Finance approval in accordance with H&S Code Section 

34181. 

 

In addition, the City would have been ordered to return the bond funding 

to the Successor Agency; however, the City provided supporting 

documentation in a follow-up response received on March 19, 2013, 

indicating that the bond funding has been transferred back to the 

Successor Agency as required. The City of Imperial Beach is not 

required to take further action for this transfer, which has been approved 

by the Department of Finance. 

 

City’s Response to Draft Review Report 

 

Attachment 1 contains a copy of the City’s response. 

 

SCO’s Comments 

 

Property Transfer  

 

We agree with the City’s response that the property referenced 

by Assessor Parcel Numbers 626-250-03, and 626-250-04 through 

626-250-06, has already been documented as a Successor Agency asset 

as of June 30, 2012. Also, while we agree that the process for 

transferring the title and ownership rights of this property has been 

initiated by the City, until the ownership documents reflect the change, 

the City is ordered to work with the Successor Agency to implement 

changes in ownership documents or other actions that the Successor 

Agency identifies as necessary to fully implement the transfer. Any 

future actions taken should be subject to the Successor Agency, the 

Successor Agency Oversight Board, and the Department of Finance 

(DOF) in accordance to ABX1 26. 

 

In addition, the City has responded with a list of legal justifications for 

the validity and authority of the Former RDA’s transfer of the bond 

proceeds to the City. These do not override the provisions in ABX1 26 

that prohibit asset transfers, such as the ones described in this report. Of 

the justifications provided, the following items have been addressed: 

 

Transfer of Bond Proceeds 

 

1. Validity of Cooperation Agreement and Transfer of the Bond 

Proceeds 

2. Bond Proceeds are Contractually Committed to Third Parties 

3. Authority to Spend Bond Proceeds under the Dissolution Act 

4. Approvals by the Successor Agency, Oversight Board, and the State 

Department of Finance should be recognized by the SCO (See 

Attachment 1 for City’s full response to the draft) 
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Response: While the SCO acknowledges the factual background 

provided in the City’s response, the validation judgment does not prevent 

the SCO from requiring that such assets described in this report be turned 

over to the Successor Agency for disposition in accordance with the 

provisions of ABX1 26.  

 

Further, the SCO does not agree with the City’s interpretation of H&S 

Code 34167.5. While the review period was identified in the draft report 

as January 1, 2011 to January 31, 2012, unallowable asset transfers by 

the RDA are those that occur after January 1, 2011. Therefore, the 

transfer of the Bond Proceeds to the City is subject to the provisions of 

this section. In addition, the effective date of all asset transfer reviews 

performed by the SCO, starts on January 1, 2011. 

 

The City initially responded in a letter dated December 17, 2012; 

however, the City subsequently submitted a second response via email 

dated March 19, 2013 (Attachment 2), stating that the transfer of 

$11,400,000 of tax bond proceeds has been made, and the assets have 

been transferred to the Successor Agency on April 30, 2012, pursuant to 

the order of the State Controller dated April 20, 2012.  

 

Further, the City of Imperial Beach provided supporting documentation 

of the reversed transfer and documents supporting the approval by the 

Department of Finance. 

 

In summary, the SCO agrees with the corrective action taken by the City. 

In addition, we agree that the bond funding was an approved transfer by 

the Department of Finance and that no further action is required for this 

transfer. We will adjust our Finding and Order of the Controller 

accordingly. 
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Schedule 1— 

Summary of Asset Transfers 

January 1, 2011, through January 31, 2012 

 

 

GM 04346 AJ June 30, 2011   Record sale held for resale at 9
th
 and Palm  $ 3,330,582 

GM 04346 AJ June 30, 2011   Record sale held for resale at 9
th
 and Palm   7,957,699 

GM 02792 AJ March 1, 2011   Transfer from fiscal agent   11,400,000 

Total    $ 22,688,281 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
__________________________ 

1
 See the Finding and Order of the Controller section. 
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