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Date of Hearing: April 13, 2016

ASSEMBLY COMMITTEE ON LOCAL GOVERNMENT
Susan Talamantes Eggman, Chair
AB 1666 (Brough) — As Amended April 5, 2016

SUBJECT: Community facilities districts: reports.

SUMMARY : Requires the legislative body of a local agetia has formed a Community
Facilities District (CFD) that has an Internet Wate to post specified information on their
website. Specificallythis bill :

1) Requires a legislative body of a city, county, sgledistrict, school district, or joint powers
entity that has an Internet Web site, within 129sdafter the last day of each fiscal year of
the CFD, to display prominently on their websitieadlthe following information:

a)

b)

d)

A copy of an audit report, if requested pursuarexisting law, which requires a CFD to
provide an annual report upon request of a resideel@ndowner of the district;

A copy of the report provided to the California Dabd Investment Advisory
Commission (CDIAC), pursuant to existing law, whrelguires a legislative body to
annually report specified bond information;

A copy of the report provided to the State Conértdl office, pursuant to existing law,
which requires the Controller to annually publistd gost specified information on each
locally assessed parcel tax;

The amount of moneys expended for the year, inofudisummary of expenses that
includes, but is not limited to, the following:

i) Facilities, including property;
i) Services;
iii) The costs of bonded indebtedness;

iv) The costs of collection of the special tax, pursuarnhe process in existing law for
CFDs; and,

v) Other administrative and overhead costs;

A list of projects currently being funded by thel@Fand the amount the CFD has
committed for each project. Requires the lisnidude the name and location of each
project;

A list of the projects that may be funded by theDCBut have not yet commenced and
any amount committed by the CFD for those proje&squires the list to include the
name and location of each project if it is known;
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g) The total amount of special taxes in excess oatheunt needed to pay the bonded
indebtedness, bad debt contingencies, interesfemsdassociated with the CFD, if any;
and,

h) The date on which the bonded indebtedness will raatu

2) Provides that no reimbursement is required bylilligpursuant to the California Constitution
because a local agency or school district hasutiedty to levy service charges, fees, or
assessments sufficient to pay for the programval lef service mandated by this bill,
pursuant to current law governing state mandateal ltosts.

EXISTING LAW :

1) Authorizes, under the Mello-Roos Community Fa@btiAct of 1992, a county, city, special
district, and joint powers entity to establish abClB finance public facilities and certain
public services through the imposition of speaaiets and the issuance of bonds.

2) Requires a CFD, formed after January 1, 1992, épare, if requested by a person who
resides in or owns property in the district, anwaimeport within 120 days after the last day
of each fiscal year. Authorizes the CFD to chaxdee for the report not to exceed the actual
costs of preparing the report. Requires the repdrtclude the following information:

a) The amount of special taxes collected for the year;

b) The amount of other moneys collected for the yedrtheir sources, including interest
earned,;

c) The amount of moneys expended for the year;
d) A summary of the amount of moneys expended fofdh@wing:
i) Facilities, including property;
i) Services;
iii) The costs of bonded indebtedness;
iv) The costs of collecting the special tax; and,
v) Other administrative and overhead costs;

e) The moneys expended for facilities, including pmtyaean identification of the categories
of each type of facility funded with amounts expetdh each category, including the
total percentage of the cost of each type of figdliat was funded with bond proceeds or
special taxes;

f) The moneys expended on services, an identificatidhe categories of each type of
service funded with amounts expended in each catemeluding the total percentage of
cost of each type of service that was funded withdoproceeds or special tax; and,

g) The moneys expended for other administrative costs.
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3) Requires the annual report to contain referencésetoelevant sections of the resolution of
formation of the district so that interested pessoray confirm that bond proceeds and
special taxes are being used for authorized pugpoRequires the annual report to be made
available to the public upon request. Authoriz€F® to charge a fee for the report not to
exceed the actual costs of preparing the report.

4) Requires the chief financial officer of a countigycor special district levying a special tax
to file an annual report with its governing bodg, later than January 1, 2002, and at least
once a year thereafter. Requires the annual répodntain the following information:

a) The amount of funds collected and expended; and,

b) The status of any project required or authorizeldetdunded as identified in a statement
indicating the specific purpose of the special tax.

5) Exempts a CFD preparing a report pursuant to 2y@kfrom being required to comply with
4), above.

6) Requires the Controller to include in reports cdegpannually and made available on its
website, information on the imposition of each lpcassessed parcel tax, including, but not
limited to, the following:

a) The type and rate of parcel tax imposed;

b) The number of parcels subject to the parcel tax;

c) The number of parcels exempt from the parcel tax;

d) The sunset date of the parcel tax, if any;

e) The amount of revenue received from the parceldag,

f) The manner in which the revenue received from tregqd tax is being used.

7) Requires a legislative body, each year after tlreedfaany bonds until the final maturity of
the bonds, to supply a fiscal status report to GDIAo later than October 30 of each year, as
follows:

a) Issuer name;

b) CFD number or name;

c) Name, title, and series of the bond issue;

d) Credit rating and name of the rating agency;

e) Date of the bond issue and the original principabant;
f) Reserve fund minimum balance required;

g) The principal amount of bonds outstanding;
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h) The balance in the bond reserve fund,

i) The balance in the capitalized interest fund, if;an

J) Number of delinquent parcels, as specified;

k) The balance in any construction funds;

[) The assessed value of all parcels subject to dpagito repay the bonds, as specified;
m) The total amount of special taxes due, the totallarhof unpaid special taxes;

n) The reason and the date, if applicable, that geisvas retired; and,

0) Contact information for the party providing theanhation.

FISCAL EFFECT : This bill is keyed fiscal.

COMMENTS:

1) Mello-Roos and CFD The Mello-Roos Community Facilities Act allowsunties, cities,

2)

special districts, and school districts to formBDCand levy special taxes (parcel taxes) to
finance a wide variety of facilities and servicesjuding parks, recreation centers, schools,
libraries, child care facilities, and utility insucture. Current law establishes the process
for the formation of a CFD, and requires two-thivdger approval for the Mello-Roos
special tax. A CFD issues bonds secured by theesaad taxes to finance the facilities and
services.

In order to establish a CFD, a resolution of intammust be adopted within 90 days of a
written request or petition being filed with thgigative body of the local agency that will
form the district. Current law requires specifiefbrmation to be included in the resolution
of intention, which includes proposed boundariegescription of the facilities or services to
be financed in a manner sufficient to allow a tapgrdo understand which district funds may
be used, any financing plan, lease or other arraegéethat will be used to finance the
facilities, any completed facilities to be purchésand the rate and method of collection of
the special tax. Additionally, the legislative lyadust direct each officer responsible for
providing one or more of the proposed facilitieservices to file a report that contains
information regarding the facilities and serviceguired to meet the needs of the CFD and
an estimate of the cost providing facilities onvsegs.

If requested by a resident or landowner of theridista CFD must prepare an annual report
within 120 days after the last day of each fis@drycontaining specified information about
the CFD. Existing law authorizes a CFD to char@eeafor the report, not in excess of the
actual costs of preparing the report. Most ofitliermation required to be in the annual
report is also contained in this bill.

Current Reporting Requirements. Under the State Treasurer, CDIAC collects, maista
and provides comprehensive information on all statlocal debt authorization and
issuance, and serves as a statistical clearinglioua# state and local debt issues. Current
law requires CDIAC to make this information readilyailable upon request by any public
official or any member of the pubic. Among the b$ reports state and local government
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debt issuers are required to submit to CDIAC ipecHic requirement on all local
governments issuers of CFD bonds to provide alfe#us report containing specified
information to CDIAC by October 30 of every yeatiuthe bonds have been retired.

For the 2013-14 fiscal year, CDIAC received a yefisical status report from 919 CFD bond
issuers who reported 1,407 separate bond issw®p$16.4 billion. CDIAC reports that
CFDs governed by cities and K-12 school districtstmue to be the largest issuers of
Mello-Roos bonds and account for more than 70%utdtanding debt during the 2013-14
fiscal year reporting period. Additionally, CFDs$outhern California remain the top
issuers accounting for more than 68% or $11.3dnilbf all outstanding Mello-Roos bonds.

Current law requires the State's Controller's @ffic compile and publish on its Web site
annual reports summarizing local agencies' fingrinekiding their revenue sources. These
reports are based on the financial data submitiéiaet Controller by counties, cities, and
special districts and provide detail on the aggieegmount of various taxes collected by
each local agency. In 2014, the Legislature expdnide information required in the annual
report to include specified information on the imaion of each locally assessed parcel tax.

Bill Summary. This bill requires the legislative body of a ¢itpunty, special district,
school district, or joint powers entity that forma€FD that has an Internet Website to post
specified information within 120 days after thetlday of each fiscal year. The list of
information that must be posted on the local agsnegbsite includes: a) a copy of the
yearly fiscal status report provided to CDIAC; bjapy of the report on parcel taxes
provided to the Controller; c) a copy of an audpart, if requested by a resident or
landowner of the district; d) a summary of expenseduding but not limited to, facilities,
services, costs of bonded indebtedness, costdlettion of special tax, and other
administrative and overhead costs; e) a list ojgats currently being funded by the CFD or
that may be funded by the CFD; f) the amount otsbeéaxes in excess of the amount
needed to pay the bonded indebtedness, bad deirigenties, interest, and fees; and, g) the
date when the bonded indebtedness will matures Biliis author-sponsored.

Author's Statement. According to the author, "The bill is being pneteal to require
transparency in agencies who issue Community Baélistrict bonds. Currently, it is very
difficult or nearly impossible for taxpayers to ass and understand information about the
original bond amount, the taxes collected, the $urallected in excess of bond payments
and expenses, projects funded, the end date bioté and when CFD tax assessments will
expire. The phone number on the tax bill is gdhetlaat of the bond consultants who
provide little information and refer the caller k&o the bond issuing agency. In many cases
the taxpayer is forced to file public records rexjaén an attempt to locate information or to
scour hundreds of pages of agendas and board paketell as to decipher annual audits.
Even then all the information is not readily madaikable.

"The CFD issuing agencies often bring in legal smlimo respond to basic public records
requests and charge the fees back to the CFDagtatoney from the original intended
purpose - facilities. In some cases simple questaze answered by requiring taxpayers to
attend in person meetings with agency staff, attgsnand consultants resulting in tens of
thousands of dollars being charged back to the CBny taxpayers have been forced to
form unofficial taxpayer groups to work as a unitexht to gather information which can
take years. An Orange County Grand Jury Repong(2015) was issued titled Mello-Roos:
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Perpetual Debt Accumulation and Tax Assessmeng@iudin. The grand jury found that
many documents and reports about the tax distuses general, vague language that does
not meet the requirements and intent.”

"Taxpayers have a right to know how funds are beolgcted and spent and when their
obligations end. The bill is not asking any agesadb provide any information that they
should not already have readily available in sunymeports. This bill seeks to close gaps in
current law by requiring agencies to make the imfation available online, in a clear,
concise and easy to find format. In fact, the dolild save agencies money as it would
reduce the requests for public information and atiast and attorney fees currently incurred
to address the records requests.”

Related Legislation. This Committee has heard several bills seekingdwige the public
with more information regarding parcel taxes antstanding debt. AB 237 (Daly) of 2015
would have required local agencies to provide sgekcnotification to property owners
before the adoption of any new parcel tax. AB 2@7&ly), pending in this Committee, is
substantially similar to AB 237. AB 892 (Daly) 2013, which was held on suspense in the
Assembly Appropriations Committee, would have reggithe Board of Equalization to
report annually to the Governor on the impositibeach locally assessed parcel tax. Most
recently, AB 2109 (Daly), Chapter 781, Statute2@t4, required the State Controller to
report annually on the imposition of each locakbgessed parcel tax, and required each
county, city, and special district to provide anformation required by the Controller in
order to complete the report.

Additionally, in an effort to ensure local goverrmh&nancial transactions information is
more accurate and accessible when it is made alatiathe public, AB 341 (Achadijian),
Chapter 37, Statutes of 2015, made several chaagkes statutes requiring local
governments to report annual financial informatiothe Controller's Office. AB 341
extends, to seven months after the close of eachlfyear, the deadline for submitting the
annual report of a local agency's financial tratieas.

Pending Legislation. SB 1029 (Hertzberg), pending in the Senate Appatpns
Committee, requires state and local governmentidsbers to report to CDIAC specified
information about proposed and outstanding debtydhing a list of the purposes for which
the debt has been issued and the amounts expesrdeatch purpose in the prior fiscal year
from the proceeds of the issuance.

Policy Considerations. Proponents of this bill point to the findingsao2015 Orange
County Grand Jury report. The report states "iinigortant that the property owners in
Orange County be aware of the consequences of ¢tle-Roos Act used by the local
government agencies that govern them. Many homemyespecially in south Orange
County, are in a CFD, but the Grand Jury suspebttadew under stood how and why they
were formed, how long they lasted, and how the funds were spent.” The grand jury report did
not list all the reporting required under existiagg. The report mainly focuses on lack of
compliance with current law that is "compoundedabgck of information available to the
public on how CFD funds are being used."” Thisdaés not address issues with
compliance.
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8) Committee Amendments. The Committee may wish to consider the following:

9)

a)

b)

Transparency vs. Duplicative Requirements.The Committee may wish to consider
how to strike the right balance between transpgrand ensuring that the bill does not
create duplicative requirements in existing lawnyAdditional administrative costs
required to comply with this bill would take awawpiin services or facilities the special
tax would otherwise fund. Ensuring there are nglidative requirements benefits both
local agencies and the taxpayers; therefore, timerditiee may wish to consider the
following amendments:

i) Existing law requires a CFD to provide an annupbreupon request, which must
include specified information that is also contdife this bill under subdivision (d).
The annual report must also contain information spetific categories of the
moneys expended on facilities and services. Gikennformation required in the
annual report, which is available upon the reqoéstsidents and landowners of the
CFD, and the existing reports to CDIAC and the Guldr the Committee may wish
to ask the author to remove subdivisions (d),de}l (f), and (h) from the bill.

i) Existing law authorizes a special tax to be lewaty so long as it is needed to pay
the principal and interest on debt incurred in otdeconstruct facilities or pay the
costs and incidental expenses of services or agrt&tn of facilities authorized by
the Mello Roos Community Facilities Act. In ligbt the restrictions in current law,
the Committee may wish to consider removing sulsdivi (g) from the bill that
would require the total amount of special taxesectdd in excess of the amount
needed to pay bonded indebtedness.

Timeline. This bill requires the legislative agency to pgistcified information within
120 days after the last day of each fiscal yeaistiag law provides local agencies with
seven months after the close of the fiscal yeaeport financial transactions to the
Controller's office. The Committee may wish to sidker aligning the deadline in this bill
with the deadline in existing law by replacing &0 days with seven months.

Technical Correction. Additionally, the Committee may wish to ask theher to
correct the reference in subdivision (a) to an ftanggort” and use the correct term per
the cross reference to existing law which is amUeh report”.

Arguments in Support. Supporters argue that there is little oversigi@leD revenue,

expenditures, and debt management by the publk® Gnding and usage is not readily
transparent, and therefore, not generally undedstéalditionally, supporters argue that
districts of all types that issue long-term deluidd be held to a higher level of scrutiny.

10)Arguments in Opposition. The California State Association of Counties asgyui'We

believe many of the reporting requirements in AB@&6hould and can be simplified to

better reflect existing reports...Making the mosegisting reports that are already posted on
publicly accessible local and state agency webuitkkseduce the burden on counties while
promoting the goals of AB 1666. Unfortunately, concerns also extend to the request for
data not captured in the CDIAC or [State Contrtdi@ffice] SCO reports. In some
instances local agencies are unable to complyaaeptoject funding arrangement with
property owners or due to prohibitions in state.tfaw
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REGISTERED SUPPORT / OPPOSITION:

Support

California Association of County Treasurers and TaXectors
California Taxpayers Association

Cities of Mission Viejo, San Clemente, and San JDapistrano
Honorable L. Anthony Beall, Mayor, City of Ranchara Margarita
Honorable Laurie Davies, Mayor, City of Laguna Negu
Howard Jarvis Taxpayers Association

Orange County Auditor-Controller, Eric Wollery

Orange County Assessor Department

Orange County Association of Realtors

Orange County Taxpayers Association

Talega Residents for Fair Taxation

Opposition
California State Association of Counties (unleseaded)

Analysis Prepared by Misa Lennox /L. GOV. /(916) 319-3958



