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Effects of and Reactions to Governor Brown’s 
Proposal to Eliminate Redevelopment Agencies 
BY JEFFREY S. HABER & EDGAR KHALATIAN 

On January 11, 2011, Governor Jerry Brown released his proposed budget (the “Proposed Budget”) for 
the State of California (the “State”) for 2011. One particularly significant cut included in the Proposed 
Budget is the elimination of redevelopment agencies (“RDAs”). RDAs are state agencies that are 
intended to stimulate development in blighted areas by financing the development with revenue 
created from increased property tax revenues generated by the increase in property values following 
the redevelopment of a site (i.e., tax increment financing). The Proposed Budget would eliminate all 
RDAs throughout the State and, after paying off existing RDA debts, would redirect all property tax 
revenue funds that RDAs would otherwise have received to cities, counties, schools and special 
districts to be used for public services. 

Considering the large number of projects that are currently funded with redevelopment dollars, the 
Governor’s proposal to eliminate the more than 400 RDAs throughout the State is extremely 
controversial. In a collaborative effort, more than 100 California mayors and city council members met 
on January 21 at the Sacramento Convention Center to protest the Proposed Budget’s plans to 
eliminate RDAs, which they described as an illegal money grab in direct opposition to the will of the 
voters following the approval of Proposition 22 in November 2010, which prohibits the State from 
borrowing or taking tax revenues that were intended for transportation, redevelopment, or local 
government projects and services. The group plans to vigorously oppose the plan to eliminate RDAs in 
the Legislature and may sue the State for Constitutional violations if it is adopted. Therefore, although 
we cannot predict the impact of the final budget on RDAs, it is likely that Governor Brown’s Proposed 
Budget will undergo many changes before the final budget is adopted. Once adopted, the final budget 
may well be subject to litigation.  

Summary of the Proposed Budget’s RDA Provisions 

The Proposed Budget would eliminate RDAs entirely, without any phase-out period. Existing RDAs 
would be prohibited from creating new contracts or obligations effective immediately upon enactment 
of urgency legislation. By July 1, 2011, existing RDAs would be disestablished and successor local 
agencies, such as law enforcement agencies and school districts, would be required to use the 
property tax revenues that RDAs would have otherwise received to retire existing RDA debts and 
contractual obligations for the 2011–2012 fiscal year. The State Department of Finance estimates that 
approximately $3 billion in savings will remain after these debt service and contractual payments. 
Some of the remaining $3 billion would be allocated as pass-through payments ($1.1 billion), and 
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used to offset general fund costs for Medi-Cal ($840 million) and trial courts ($860 million). The 
remaining funds would be distributed to cities, counties and special districts ($210 million). 

Beginning in fiscal year 2012–2013, any amounts remaining after payment of preexisting RDA debts 
and contractual obligations would be distributed to cities, counties, non-enterprise special districts and 
K-14 schools in amounts proportionate to their shares of the base countywide property taxes. In the 
first year, some of the funds that would have been distributed to enterprise special districts, such as 
water and waste disposal districts, would be diverted to counties. 

As these successor entities pay off the existing RDA debts, which will probably take at least 20 years, 
funding for core local services would be expected to increase. The funds would then be distributed to 
schools, counties, cities and non-enterprise special districts for general uses, and would reflect the 
distribution of property taxes in each county under existing law. 

In addition, the Proposed Budget includes a new financing system whereby the State Constitution 
would be amended to provide a mechanism for voters to approve limited tax increases and bonds to 
be repaid through local revenues. The additional funds would be used to finance the types of local 
development projects that RDAs have traditionally funded. These local tax increases would only be 
approved if fifty-five percent of residents in the affected jurisdiction voted to increase their property 
taxes to fund the particular development project proposed. 

The Governor justifies the elimination of RDAs because RDAs have not achieved their goals of 
attracting new business to the State or providing adequate affordable housing. The Governor also 
suggests that the expansion of RDAs has shifted property tax revenues away from schools, counties, 
special districts, and city general purposes. The Governor wants to fund basic public services, such as 
education, law enforcement, fire protection, road maintenance, parks and libraries by diverting the 
approximately $5 billion in property tax revenue from RDAs to these services. 

Reaction to the Proposed Budget’s Proposal to Eliminate RDAs 

Historically, initial budget proposals vary considerably from the final budget, which undergoes a 
rigorous legislative process. This year, the Governor’s office predicts that a revised budget will be 
released in mid-May 2011 and is expected to be approved a few months thereafter. Since its release 
on January 10, 2011, the Proposed Budget’s RDA proposal has generated a flurry of discussion, 
articles and blogs. Many local politicians and redevelopment advocates have already spoken out 
against any plans to eliminate RDAs. 

As the Executive Director of the California Redevelopment Association John Shirey put it in a 
January 10, 2011 press release, “[t]his budget proposal to eliminate redevelopment is more budget 
smoke and mirrors that will bring little financial gain for the State, but will cause widespread and 
significant economic pain in communities throughout California. It is another gimmick that will likely 
result in extensive litigation.” He went on to point out that RDAs generate “hundreds of thousands of 
jobs and puts people to work at a time when unemployment is soaring over 12 percent.” 

There is good reason for redevelopment proponents and local officials to be concerned. Statewide, 
RDAs contribute more than $2 billion to local economies each year. In Los Angeles alone, there are 
thirty-two RDAs which invested $178 million into the City’s economy in 2010. Considering the impact 
the Proposed Budget would have on development within his city, Los Angeles Mayor Antonio 
Villaraigosa told the Los Angeles Times that, although the city is “prepared to shoulder its fair share of 
the responsibility [for balancing the budget,] any scenario that would completely eliminate the 
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redevelopment zones and state enterprise zones is a non-starter.” Calling for compromise, mayors 
from nine large California cities, including Mayor Villaraigosa, traveled to Sacramento on January 26 to 
dissuade the Governor from eliminating RDAs. In a press conference preceding his meeting with the 
mayors, Governor Brown struck a strident tone, stating simply that “[t]he money’s not there.” 

In the wake of the Proposed Budget, RDAs are bracing for the worst or finding ways to ensure that 
projects that would traditionally be implemented by RDAs can continue even if RDAs are eliminated. 
For example, the Community Redevelopment Agency of the City of Los Angeles (“CRA/LA”) has 
proposed an agreement with the City of Los Angeles whereby the City would “perform certain eligible 
activities on behalf of CRA/LA,” including funding public improvements, the creation of affordable 
housing and other redevelopment activities, for nearly $1 billion of CRA/LA projects. The proposal is 
seen as an attempt to move the money out of the State’s reach. 

CRA/LA has also fast-tracked several redevelopment projects in an attempt to outrun any emergency 
legislation and guarantee RDA funding. On January 20, CRA/LA commissioners approved plans to 
spend up to $52 million to build parking and other improvements around the $130 million art museum 
in downtown Los Angeles that is planned to house Eli Broad’s 2,000-piece art collection. The 
Los Angeles City Council endorsed CRA/LA’s approval in a unanimous vote on January 26. 

Local leaders are not the only ones concerned about the Proposed Budget. Lieutenant Governor 
Gavin Newson noted that he has concerns about the Proposed Budget’s plan to eliminate RDAs 
because they helped build developments such as Mission Bay and Treasure Island in San Francisco. 

Despite the strong opposition to the elimination of RDAs, many also support the Governor’s attempt to 
reduce the deficit and return funds to schools and other public resources. A councilmember in the City 
of Covina called RDAs “abusive program[s]” that are used to enrich developers with money that 
schools need. In addition, as quoted in the Proposed Budget, the Public Policy Institute of California 
published a study entitled “Subsidizing Redevelopment in California” that found that “fewer than one-
quarter of redevelopment projects come close to being responsible for the property taxes they 
received.” Likely in response to the backlash against the Governor’s proposal, the State announced on 
January 24 that the State Controller’s office will be dispatching auditors to eighteen RDAs throughout 
the State to investigate how eighteen RDAs have been spending tax revenues. The RDAs that were 
chosen represent a range of large and small entities, as well as urban and rural, including the cities of 
Los Angeles, Fresno, San Jose, Anderson, Calexico and Placentia, and the counties of Sacramento and 
Riverside. 

Conclusion 

Although it is too early to determine how the Governor’s proposed cuts to RDAs will fare in the 
legislative and court battles ahead, it is shaping up to be a contentious fight. Considering the 
widespread and powerful opposition to the Proposed Budget’s outright elimination of this valuable 
development tool, the final budget may look nothing like the Proposed Budget. Nonetheless, because 
the plans in the Proposed Budget would significantly affect redevelopment projects and funding 
throughout the State, the budget process should be closely monitored. 
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If you have any questions concerning these developing issues, please do not hesitate to contact any of 
the following Paul Hastings lawyers:

Jeffrey S. Haber 

1.213.683.6270 

jeffreyhaber@paulhastings.com 

 

Edgar Khalatian 

1.213.683.6195 

edgarkhalatian@paulhastings.com 

Mitchell B. Menzer 

1.213.683.6111 

mitchmenzer@paulhastings.com 

 

A. Catherine Norian 

1.213.683.6182  

catherinenorian@paulhastings.com 

 

 

Elisa Paster 

1.213.683.6128 

elisapaster@paulhastings.com 
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