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State of California

MEMORANDUM

To: Board of Directors Date: September 10, 2015

                       Don Cavier, Chief Deputy Director

Theodore (Ted) M. Ballmer, Attorney III

From:  CALIFORNIA HOUSING FINANCE AGENCY

Subject:  Caltrans State Route 710 Affordable Sales Program

BACKGROUND

Over 40 years ago Caltrans began acquiring certain properties in the cities of Los Angeles, South 

Pasadena and Pasadena to make way for a freeway extension along State Route 710 (SR-710).  

Many of the properties included single (357) and multi-family (41) residences.  In 1979, the 

Legislature passed SB 86 (Roberti) adding Government Code sections 54235 through 54238.7

(the “Roberti Act”) setting forth the priorities and procedures for disposing of these “surplus 

residential properties.”  (See Attachment)  It is a complicated statutory regime, made more 

difficult because property values have risen dramatically over the last 35 years (the 2012 

baseline market value of the properties is $236,912,000). However, the Legislature’s stated 

intentions remain the same: 

 To preserve and expand the supply of low and moderate income housing; and 

 To mitigate the environmental effects caused by the displacement of a large number of 

persons as a result of disposing of these properties.  

With these stated intentions in mind, Caltrans must adopt regulations in order to dispose of the 

properties.  To that end, the Roberti Act expressly directs the Department of Housing and 

Community Development to make recommendations in order to effectuate the sales process.  

Additionally, the Roberti Act makes reference to CalHFA for purposes of verifying incomes of 

purchasers and occupants of housing financed by CalHFA.  As a result of these statutory 

directives and references, and general expertise in affordable housing, Caltrans, HCD and 

CalHFA began a collaborative effort in fall 2014 to create a program to dispose of the properties

(the “SR-710 Affordable Sales Program” or “ASP”) as soon as practicable.
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To date, Caltrans has held multiple workshops, created a dedicated website, prepared FAQs 

and other documentation introducing the ASP.  As evidenced by Caltran’s efforts, the public has 

been on notice and provided valuable feedback in the form of public comments.  These public 

comments have helped Caltrans, HCD and CalHFA prepare the proposed ASP regulations that 

are now in the process of being finalized.  (See Attachment)  

SR-710 AFFORDABLE SALES PROGRAM

A brief overview of the SR-710 ASP follows:

Priority

In general, the Roberti Act provides that the surplus residential property be offered for sale in 

the following order:

1. Prior owners (of which there are none);

2. Current occupants, but only if they qualify as an “affordable” household (e.g., 

low income); 

3. Public and private housing-related entities; and then

4. Market rate would be occupants, with priority given to current and then former 

occupants. 

Public comments were overwhelmingly concerned about the fact that current occupants who 

did not qualify as “affordable” would not have an opportunity to buy their residences before a 

public or private housing-related entity.  Based upon these comments, the ASP regulations 

provide that a public or private housing-related entity must first offer to sell a newly acquired 

property to the current occupant.  If the current occupant declines, then the entity would also 

be required to continue to offer to rent the property to the current occupant before making the 

home affordable to another renter.  These sales conditions will help to minimize the need to 

relocate current tenants (some of whom have resided in their properties for 20 years or more)

and thereby effectuate a primary goal of the Roberti Act (e.g., neighborhood preservation).

Sales Price

Depending upon the priority of the buyer, the Roberti Act provides for a different formula for 

determining the sales price.  Specifically: qualifying affordable households will pay an 

“affordable” price based upon their income; public and private housing-related entities will pay 

a “reasonable” price based upon the feasibility of maintaining the residence for affordable 

housing; and would be owner-occupants (other than affordable households) will pay fair 

market value.
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For sales to housing-related entities, it is anticipated that the “reasonable” price will be closer 

to the fair market value when the current occupant (who’s income exceeds 150% AMI) intends 

to purchase the residence immediately after the housing-related entity acquires the property 

from Caltrans (e.g., the “double escrow”).  If the housing-related entity intends to rent the 

property instead, then it is anticipated that the “reasonable” price may fall below the fair 

market value when factoring in the term of years for the restrictions and the affordable rents 

the housing-related entity agrees to charge tenants. 

Affordability Restrictions/CalHFA Loan Product

If the sales price is less than fair market value, the Roberti Act provides that Caltrans must 

“ensure that the housing remain available” to low and moderate income households.  In 

general, this means recording affordability restrictions.  Public comments were also

overwhelmingly concerned with the imposition of such restrictions, including how that would 

adversely impact an affordable buyer’s ability to obtain financing.  However, the Roberti Act is 

clear about the need to ensure affordability; and without such restrictions, an affordable buyer

could immediately sell the property at fair market value for a (very big) windfall.

Nevertheless, the challenge to obtain financing is real because the required financing will not 

meet FHA guidelines.  To address this problem and alleviate concern of potential affordable 

households, CalHFA has agreed, pending approval from the Board, to purchase and hold the

mortgages of the affordable buyers (approximately 175 of the 357 single family residences are 

potentially “affordable”).  CalHFA is in the process of designing a relevant loan product, the 

terms of which will be brought back to the Board in November 2015 for consideration.  To that 

end, CalHFA has reached out to CalHFA-approved lenders and they appear willing and able to 

make such loans under the ASP.

In addition, the restrictions include a provision that allows the current owner to resell the 

property at fair market value at which time the restrictions will be removed.  This provision will 

permit alienability of the property.  In such event, a certain portion of the proceeds will be used 

for affordable housing, and the rest will go to the seller allowing for wealth creation while at 

the same time ensuring the Roberti goal of preserving and expanding the supply of low and 

moderate income housing will be met.

STATUS
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 Interagency Agreements:  CalHFA and Caltrans have executed an Interagency 

Agreement wherein Caltrans has promised to pay for CalHFA staff time and costs 

associated with providing advisory services to Caltrans in the creation and initial 

implementation of the ASP.  The agreement is set to expire in Spring 2016.  Prior to that 

expiration, it is anticipated that CalHFA and Caltrans will execute another interagency 

agreement wherein Caltrans will pay for CalHFA staff time and costs for further advisory 

services and other CalHFA activities associated with implementation of the ASP, 

including CalHFA lending activities.  Caltrans and HCD have and will execute similar

interagency agreements between themselves.

 ASP Regulations:  With the assistance of HCD and CalHFA, the ASP regulations have 

been drafted and the public comment period closed in August 2015.  Thereafter, OAL 

will have 30 days in which to provide further comments.  It is anticipated that the ASP 

regulations will become final in early November 2015.   It is further anticipated the ASP 

will be rolled out in two phases.  Phase I involves 40 properties, mostly in the city of 

South Pasadena.  Phase I is meant to be a pilot in order to ensure the ASP works as 

designed.  Phase II will include the balance of the properties.  Caltrans anticipates 

sending conditional notices of offer to known priority buyers for Phase I by mid-

November 2015.

 CalHFA Loan Product:  CalHFA staff has met with some approved lenders that have 

expressed an interest in participating in the ASP.  Because the loan terms are not 

standard, lenders require time to approve, system design, and educate their loan 

officers about the proposed ASP loan product.  Consequently, it is anticipated the ASP 

loan product will not be ready until the first quarter of 2016 which may impact the 

timing of Phase I.

 Housing-Related Entities:  In an effort to assist housing-related entities with “double 

escrows” or holding properties for both single and multifamily affordable rental housing,

CalHFA may consider making direct loans to these entities for such purposes, including 

for acquisition, rehabilitation and construction activities.
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The Roberti Act 

 

GOVERNMENT CODE  

SECTION 54235-54238.7 
 

 

 

54235.  The Legislature reaffirms its finding that the disposition 

of surplus property owned by public agencies should be utilized to 

further state policies. 

   The Legislature reaffirms its finding that there exists within the 

urban and rural areas of the state a serious shortage of decent, 

safe, and sanitary housing which persons and families of low or 

moderate income can afford, and consequently a pressing and urgent 

need for the preservation and expansion of the low- and 

moderate-income housing supply. The Legislature further reaffirms its 

finding that highway and other state activities have contributed to 

the severe shortage of such housing. The Legislature reaffirms that 

the provision of decent housing for all Californians is a state goal 

of the highest priority. The Legislature finds and declares that 

actions of state agencies including the sales of surplus residential 

properties which result in the loss of decent and affordable housing 

for persons and families of low or moderate income is contrary to 

state housing, urban development, and environmental policies and is a 

significant environmental effect, within the meaning of Article XIX 

of the California Constitution, which will be mitigated by the sale 

of surplus residential property pursuant to the provisions of this 

article. 

   The Legislature further finds and declares that the displacement 

of large numbers of persons as a result of the sale of surplus 

residential property owned by agencies of the state is a significant 

environmental effect, within the meaning of Article XIX of the 

California Constitution which will be mitigated by sale of such 

properties pursuant to the provisions of this article. 

   The Legislature further finds and declares that the sale of 

surplus residential property pursuant to the provisions of this 

article will directly serve an important public purpose. Wherefore, 

the Legislature intends by this article to preserve, upgrade and 

expand the supply of housing available to persons and families of low 

or moderate income. The Legislature further intends by this article 

to mitigate the environmental effects, within the meaning of Article 

XIX, of the California Constitution, caused by highway activities. 

 

 

 

54236.  (a) As used in this article, the term "offer" means to 

solicit proposals prior to sale in a manner calculated to achieve a 

sale under the conditions specified, and to hold the offer open for a 

reasonable period of time, which shall be no more than one year, 

unless the time is extended by the selling agency at its discretion, 

for a period to be specified by the selling agency. 

   (b) As used in this article, the term "affordable price" means, in 

the case of a purchaser, other than a lower income household, the 



price for residential property for which the purchaser's monthly 

payments will not exceed that portion of the purchasing household's 

adjusted income as determined in accordance with the regulations of 

the United States Department of Housing and Urban Development, issued 

pursuant to Section 235 of the National Housing Act; and, in the 

case of a purchaser that is a lower income household, the price for 

residential property for which the purchaser's monthly payments will 

not exceed that portion of the purchasing household's adjusted income 

as determined in accordance with the regulations of the United 

States Department of Housing and Urban Development issued pursuant to 

Section 8 of the United States Housing Act of 1937. 

   (c) As used in this article, the term "single-family residence" 

means a real property improvement used, or intended to be used, as a 

dwelling unit for one family. 

   (d) As used in this article, the term "surplus residential 

property" means land and structures owned by any agency of the state 

that is determined to be no longer necessary for the agency's use, 

and that is developed as single-family or multifamily housing, except 

property being held by the agency for the purpose of exchange. 

   Surplus residential properties shall only include land and 

structures that, at the time of purchase by the state, the state had 

intended to remove the residences thereon and to use the land for 

state purposes. 

   (e) As used in this article, the term "displacement" includes, but 

is not limited to, persons who will have to move from surplus 

residential property that they occupy when it is sold by a state 

agency because they are unable to afford to pay the price that the 

state agency is asking for the residential property. 

   (f) As used in this article, the term "fair market value" shall 

mean fair market value as of the date the offer of sale is made by 

the selling agency pursuant to the provisions of this article and 

shall reflect the existing "as is" condition of the property, taking 

into account any repairs required to make the property safe and 

habitable. This definition shall not apply to terms of sale that are 

described as mitigation measures in an environmental study prepared 

pursuant to the Public Resources Code if the study was initiated 

before this measure was enacted. 

   (g) As used in this article, the term "affordable rent" means, in 

the case of an occupant person or family, other than a person or 

family of low or moderate income, rent for residential property that 

is not more than 25 percent of the occupant household's gross monthly 

income, and in the case of an occupant person or family of low or 

moderate income, rent for residential property that is not more than 

the percentage of the adjusted income of the occupant person or 

family as permitted under regulations of the United States Department 

of Housing and Urban Development issued pursuant to Section 8 of the 

United States Housing Act of 1937, but not in excess of the market 

rental value for comparable property. 

   (h) As used in this article, the term "area median income" means 

median household income, adjusted for family size as determined in 

accordance with the regulations of the United States Department of 

Housing and Urban Development issued pursuant to Section 235 of the 

National Housing Act, as amended (Public Law 90-448), for the 

standard metropolitan statistical area (SMSA), in which surplus 

residential property to be disposed of pursuant to this article is 

located, or the county in which the property is located, if it is 

outside an SMSA. 



   (i) As used in this article, the term "persons and families of low 

or moderate income" means persons and families who meet both of the 

following conditions: 

   (1) Meet the definition of persons and families of low or moderate 

income set forth in Section 50093 of the Health and Safety Code. 

   (2) Have not had an ownership interest in real property in the 

last three years. 

   (j) As used in this article, the term "lower income households" 

means lower income households as defined in Section 50079.5 of the 

Health and Safety Code. 

 

 

 

54237.  (a) Notwithstanding Section 11011.1, any agency of the state 

disposing of surplus residential property shall do so in accordance 

with the following priorities and procedures: 

   (1) First, all single-family residences presently occupied by 

their former owners shall be offered to those former owners at the 

appraised fair market value. 

   (2) Second, all single-family residences shall be offered, 

pursuant to this article, to their present occupants who have 

occupied the property two years or more and who are persons and 

families of low or moderate income. 

   (3) Third, all single-family residences shall be offered, pursuant 

to this article, to their present occupants who have occupied the 

property five years or more and whose household income does not 

exceed 150 percent of the area median income. 

   (4) Fourth, a single-family residence shall not be offered, 

pursuant to this article, to present occupants who are not the former 

owners of the property if the present occupants have had an 

ownership interest in real property in the last three years. 

   (b) Single-family residences offered to their present occupants 

pursuant to paragraphs (2) and (3) of subdivision (a) shall be 

offered to those present occupants at an affordable price, which 

price shall not be less than the price paid by the agency for 

original acquisition, unless the acquisition price was greater than 

the current fair market value, and shall not be greater than fair 

market value. When single-family residences are offered to present 

occupants at a price that is less than fair market value, the selling 

agency shall impose terms, conditions, and restrictions to ensure 

that the housing will remain available to persons and families of low 

or moderate income and households with incomes no greater than the 

incomes of the present occupants in proportion to the area median 

income. The Department of Housing and Community Development shall 

provide to the selling agency recommendations of standards and 

criteria for these prices, terms, conditions, and restrictions. The 

selling agency shall provide repairs required by lenders and 

government housing assistance programs, or, at the option of the 

agency, provide the present occupants with a replacement dwelling 

pursuant to Section 54237.5. 

   (c) If single-family residences are offered to their present 

occupants pursuant to paragraphs (2) and (3) of subdivision (a), the 

occupants shall certify their income and assets to the selling 

agency. When single-family residences are offered to present 

occupants at a price that is less than fair market value, the selling 

agency may verify the certifications, in accordance with procedures 

utilized for verification of incomes of purchasers and occupants of 



housing financed by the California Housing Finance Agency and with 

regulations adopted for the verification of assets by the United 

States Department of Housing and Urban Development. The income and 

asset limitations and term of residency requirements of paragraphs 

(2) and (3) of subdivision (a) shall not apply to sales that are 

described as mitigation measures in an environmental study prepared 

pursuant to the Public Resources Code, if the study was initiated 

before this measure was enacted. 

   (d) All other surplus residential properties and all properties 

described in paragraphs (1), (2), and (3) of subdivision (a) that are 

not purchased by the former owners or the present occupants shall be 

then offered to housing-related private and public entities at a 

reasonable price, which is best suited to economically feasible use 

of the property as decent, safe, and sanitary housing at affordable 

rents and affordable prices for persons and families of low or 

moderate income, on the condition that the purchasing entity shall 

cause the property to be rehabilitated and developed as limited 

equity cooperative housing with first right of occupancy to present 

occupants, except that where the development of cooperative or 

cooperatives is not feasible, the purchasing agency shall cause the 

property to be used for low and moderate income rental or 

owner-occupied housing, with first right of occupancy to the present 

tenants. The price of the property in no case shall be less than the 

price paid by the agency for original acquisition unless the 

acquisition price was greater than current fair market value and 

shall not be greater than fair market value. Subject to the 

foregoing, it shall be set at the level necessary to provide housing 

at affordable rents and affordable prices for present tenants and 

persons and families of low or moderate income. When residential 

property is offered at a price that is less than fair market value, 

the selling agency shall impose terms, conditions, and restrictions 

as will ensure that the housing will remain available to persons and 

families of low or moderate income. The Department of Housing and 

Community Development shall provide to the selling agency 

recommendations of standards and criteria for prices, terms, 

conditions, and restrictions. 

   (e) Any surplus residential properties not sold pursuant to 

subdivisions (a) to (d), inclusive, shall then be sold at fair market 

value, with priority given first to purchasers who are present 

tenants in good standing with all rent obligations current and paid 

in full, second to former tenants who were in good standing at the 

time they vacated the premises, with priority given to the most 

recent tenants first, and then to purchasers who will be owner 

occupants. The selling agency may commence the sales of properties 

that former tenants may possess a right to purchase as provided by 

this subdivision 30 days after the selling agency has done both of 

the following: 

   (1) Posted information regarding the sales under this subdivision 

on the selling agency's Internet Web site. 

   (2) Made a good faith effort to provide written notice, by 

first-class mail, to the last known address of each former tenant. 

   (f) Tenants in good standing of nonresidential properties shall be 

given priority to purchase, at fair market value, the property they 

rent, lease, or otherwise legally occupy. 

 

 

 



54237.3.  Notwithstanding the requirement to provide repairs in 

subdivision (b) of Section 54237, the Department of Transportation 

may offer a residence or property in an "as is" condition at the 

request of a person given priority to purchase pursuant to paragraphs 

(2) and (3) of subdivision (a) of Section 54237. 

 

 

 

54237.5.  Notwithstanding the requirement to provide repairs in 

subdivision (b) of Section 54237, the selling agency may, at its 

option, provide the present occupants with a replacement dwelling if 

all of the following conditions exist: 

   (a) Providing a replacement dwelling is less expensive than 

providing the repairs required by subdivision (b) of Section 54237. 

   (b) The replacement dwelling is determined to have all of the 

following characteristics: 

   (1) Is decent, safe, and sanitary. 

   (2) Is suitable to the occupancy needs of the household as 

provided under regulations of the United States Department of Housing 

and Urban Development issued pursuant to Section 8 of the United 

States Housing Act of 1937. 

   (3) Is open to all persons regardless of race, color, religion, 

sex, or national origin and consistent with requirements of Title 

VIII of the Civil Rights Act of 1968. 

   (4) Is in an area not generally less desirable than the dwelling 

to be acquired in regard to public utilities and public and 

commercial facilities. 

   (5) Is reasonably accessible to the displaced person's place of 

employment. 

   (6) Is in an equal or better neighborhood. 

   (7) Is affordable, as defined in subdivision (b) of Section 54236, 

to the displaced person. 

   (c) The offer is made at an affordable price that is not less than 

the price paid by the agency for original acquisition of the unit 

now occupied by the displaced person or the replacement unit, 

whichever is less, and is not more than market value. 

   (d) The replacement dwelling is a newly constructed or a vacant 

residential unit. No resident shall be displaced, as defined by 

Section 7260, for the purpose of creating a replacement unit. 

 

 

 

54237.7.  Notwithstanding Section 183.1 of the Streets and Highways 

Code, the Department of Transportation shall deposit proceeds from 

sales pursuant to this article into the SR-710 Rehabilitation 

Account, which is hereby created. Notwithstanding Section 13340, 

funds in the account are hereby continuously appropriated to the 

department without regard to fiscal years for the purpose of 

providing repairs required pursuant to subdivision (b) of Section 

54237. The total funds maintained in the account shall not exceed 

five hundred thousand dollars ($500,000). Funds exceeding that 

amount, less any reimbursements due to the federal government, shall 

be transferred to the State Highway Account in the State 

Transportation Fund to be used for allocation by the California 

Transportation Commission (commission) exclusively to fund projects 

located in Pasadena, South Pasadena, Alhambra, La Cañada Flintridge, 

and the 90032 postal ZIP Code. Projects shall be selected and 



prioritized by the affected communities in consultation with the Los 

Angeles County Metropolitan Transportation Authority, pursuant to 

guidelines developed by the commission. The Los Angeles Metropolitan 

Transportation Authority shall submit a proposed program of projects 

and the commission shall have final authority to approve the 

projects. Eligible projects may include, but are not limited to: 

sound walls; transit and rail capital improvements; bikeways; 

pedestrian improvements; signal synchronization; left turn signals; 

and major street resurfacing, rehabilitation, and reconstruction. The 

funds shall not be used to advance or construct any proposed North 

State Route 710 tunnel. Any funds remaining in the SR-710 

Rehabilitation Account on the date that final payment due for the 

last of the properties repaired has been made, less any 

reimbursements due to the federal government, shall be transferred to 

the State Highway Account in the State Transportation Fund, to be 

used exclusively for the purposes described in this section. 

 

 

 

 

54237.8.  Notwithstanding any other law, for purposes of the 

California Environmental Quality Act (Division 13 (commencing with 

Section 21000) of the Public Resources Code), the preliminary project 

alternative referred to as Alternative F-6 in the December 2012 

Alternative Analysis Report of the Los Angeles Metropolitan 

Transportation Authority shall no longer be deemed a feasible 

alternative for consideration in any state environmental review 

process for the Interstate 710 North Gap Closure project, State 

Clearinghouse number 1982092310. 

 

 

54238.  In the event a purchaser of surplus residential property 

does not comply with terms, conditions, and restrictions imposed 

pursuant to Section 54237 of this article, to assure that such 

housing will remain available to persons and families of low or 

moderate income, the state agencies which sold the property may 

require that the purchasers pay the state the difference between the 

actual price paid by the purchaser for the property and the fair 

market value of such property, at the time of the agency's 

determination of noncompliance, plus 6 percent interest on such 

amount for the period of time the land has been held by the 

purchaser. This section does not limit the right to seek injunctive 

relief to enforce the provisions of this article. 

 

 

 

54238.3.  (a) This article shall apply only to surplus residential 

properties which were acquired for a state project, for which at 

least 20 dwelling units were acquired and owned by the state on 

January 1, 1980, or on the date the properties were declared to be 

surplus, whichever date occurs later. For the purpose of this 

section, a freeway route and its interchanges shall be considered one 

state project. Except for State Highway Route 7 in Los Angeles 

County, this article shall not apply to freeway routes rescinded on 

or after January 1, 1984. 

   (b) Any person who is displaced from any dwelling located on such 

residential property that is also located within the right-of-way of 



a freeway route or its interchanges for which the property was 

declared surplus on or after January 1, 1984, and who occupied that 

dwelling for at least 90 days prior to the date the property was 

declared surplus, shall be eligible to receive the relocation 

advisory assistance provided by Section 7261, the relocation benefits 

provided by paragraph (1) of subdivision (a) or subdivision (b) of 

Section 7262, the payments authorized by subdivision (b) or (c) of 

Section 7264, and the right for review of decision as provided by 

Section 7266 if the person is forced to relocate from the dwelling, 

as a direct result of the state agency's disposal of the excess real 

property, within 90 days of the recordation of the deed from the 

state agency to a new owner. 

   (c) Whenever a state surplus residential property disposal 

project, as described in subdivision (b), includes 50 or more 

dwelling units, a Relocation Liaison shall be appointed by the 

Secretary of Transportation. The term of the appointment shall be of 

sufficient duration for the Relocation Liaison to fulfill the 

assignment, not to exceed 180 days, and shall begin on the date that 

the property is declared to be surplus. The Relocation Liaison shall 

have the following assigned duties and responsibilities: 

   (1) Meet with the eligible persons and explain to them the 

benefits defined in subdivision (b). 

   (2) In conjunction with the state agency, assist in obtaining 

replacement housing for eligible persons. 

   (3) Assist eligible persons in completing and processing claims 

for benefits. 

   The state agency which is disposing of the surplus residential 

property shall be responsible for underwriting all reasonable costs 

as determined by the secretary associated with the operation of the 

Relocation Liaison's office necessary to perform all duties assigned 

to it. 

 

 

54238.4.  This article is intended to benefit persons and families 

subject to displacement and persons and families of low or moderate 

income. The article shall be liberally construed to permit such 

persons or families to enforce the rights, duties, and benefits 

created by the article. 

 

 

 

54238.5.  Failure to comply with the provisions of this article 

shall not invalidate the transfer, sale, or conveyance to a bona fide 

purchaser for value or an encumbrancer for value. 

 

 

 

54238.6.  If a provision of this article or the application thereof 

to any person or circumstances is held invalid, such invalidity shall 

not affect other provisions or applications of this article which 

can be given effect without the invalid provision or application 

thereof, and to this end the provisions of this article are 

severable. 

 

 

 

54238.7.  Except those properties the Department of Transportation 



has in escrow as of August 15, 1997, to sell, the Department of 

Transportation shall not dispose of any surplus property in the City 

of South Pasadena prior to January 31, 1998. 

 

 

 

 












































