TO:

CITY ADMINISTRATION

MEMORANDUM

Chair Steven Veres and Agency Members

FROM: Jose E. Pulido, Executive Director /7

DATE: July 20, 2009

SUBJECT: Adoption of the Fiscal Year (FY) 2009-2010 Redevelopment Agency Budget and

Loan and Reimbursement Agreements

RECOMMENDATION:

[t is recommended that the Redevelopment Agency (Agency):

a.

Hold a Public Hearing regarding the Draft FY 2009-2010 Agency Budget (Attachment
“A!!);
Upon closing the hearing, direct staff to make any necessary adjustments to the Draft FY

2009-2010 Agency Budget; and

Adopt a Resolution (Attachment “B”) approving the FY 2009-2010 Agency Budget and the
Loan and Reimbursement Agreements between the City and the Agency for Project Areas [,
2, 3, and 4, and the Housing Funds.

BACKGROUND:

In 1964, the City of San Fernando (“City”) established the San Fernando Redevelopment
Agency (“Agency”) to provide legal and financial means to revitalize the City’s older
commercial and residential areas. Today, the Agency plans and oversees activities for its
four redevelopment project areas that comprise 568 acres or roughly 1/3 of the City’s land
area. The Agency also generates a significant amount of tax increment revenue — nearly $6
million annually — to fund a range of initiatives from affordable housing programs to

capital improvement projects.

In 1966, the Agency adopted its first redevelopment project area: Project Area 1. This
project area, known as the “Original Area”, generally runs west of San Fernando Mission
Boulevard between Truman Street and the City’s southern boundary, The project area was
amended in 1971 and 1984 to reflect minor adjustments to parcel lines. In 1988, the
Agency again amended the project area (known as the “Project 1A Area”) to significantly
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expand its boundaries to include the San Fernando Mall and adjacent commercial areas.
The project area will expire January 1, 2010 for the Original Area and June 27, 2019 for the
Project 1A Area.

In 1972, the Agency adopted its second redevelopment project area: Project Arca 2.
General boundaries include the Metrolink tracks to the north, Hollister Street to the south,
the Project 1 A Area to the west, and the City’s limits to the east.

In 1983, the Agency adopted its third redevelopment project area: Project Area 3. This
project area, known as the “Civic Center Area” is generally bound to the north by Fourth
Street, to the south by the Metrolink tracks, to the west by Harding Street, and to the east
by the City’s limits. This project area was amended in 1986 to significantly expand its
boundaries to include the commercial and industrial area (known as the “Project 3A Area”)
north of Fourth Street, south of Foothill Boulevard, and west of Griswold Avenue to the

City’s eastern limits.

In 1992, the State of California enacted legislation that shifted partial responsibility for
funding education to local governments (i.e., cities, counties and special districts). This
was done by instructing county auditors to shift the allocation of property tax revenues
away from local governments to educational revenue augmentation funds (ERAF). The
shifts have taken away over $80 billion from local governments, including the City and its

Redevelopment Agency.

In 1993, AB 1290 was adopted by the California Legislature. This legislation significantly
amended the California Community Redevelopment Law (“CRL”). Among other things,
AB 1290 imposed time and fiscal limits on all redevelopment plans for their redevelopment

project areas.

In 1994, the Agency adopted its fourth redevelopment project area: Project Area 4. This
project area was adopted to address the significant impacts of the Northridge earthquake on
land that was not contained in the Agency’s other three project areas. This project area is
generally bound to the north by First Street, to the south by Celis Street, to the west by the
City’s limits, and to the east by Workman Street.

In 1998, the Agency amended its redevelopment plans for each redevelopment project area
to extend eminent domain authority for an additional 12 years. This amendment was

approved by Ordinance No. 1494.

On June 15, 2009, the City Council held a budget study session to review and discuss the
draft Redevelopment Agency budget and the draft General Fund and Non-General Fund
Budgets. At this meeting, staff was directed to make modifications to the various General

FFund and Non-General Fund budgets.

On June 22, 2009, the City Council held a study session to review and discuss the draft
Redevelopment Agency budget and the draft General Fund and Non-General Fund
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Budgets. At this meeting, staff was provided direction to make modifications to the draft
Redevelopment Agency budget by project area.

1. On June 29, 2009, the City Council held a budget study session to review and discuss the
draft Redevelopment Agency budget and the FY 2009-10 General Fund and Non-General
Fund Budgets. At this meeting, staff was directed to formalize various department
reorganization options for City Council consideration as part of the FY 2009/10 City
Budget process. In addition, staff was directed to prepare a resolution to continue City and
Agency operations under the FY 2008/09 City Budget until the City Council adopts the FY
2009/10 City Budget.

12. On July 6, 2009, the City Council held a budget study session to continue reviewing the
draft Redevelopment Agency budget and the draft General Fund and Non-General Fund
Budgets. At this meeting, the City Council also adopted Resolution No. 7321 authorizing
the City Administrator to Continue Operations into FY 2009-2010 using the FY 2008-2009
City Budget until the City Council adopts the FY 2009-2010 City Budget.

13. On July 11, 2009, pursuant to Section 2-647 of the San Fernando Municipal City Code, the
City published a public hearing notice in the Daily News regarding the draft FY 2009-2010
City Budget adoption on July 20, 2009.

14, On July 13, 2009, the City Council held a budget study session to once again have an
opportunity to review and discuss the FY 2009/10 General Fund and Non-General Fund

Budgets.

15. On July t6, 2009, the City published a public hearing notice in the San Fernando Sun
regarding the draft 'Y 2009-2010 City Budget adoption on July 20, 2009,

ANALYSIS:
Fxisting California Redevelopment Agency Mandate

The California State Health and Safety Code Section 33606 requires that redevelopment agencies
adopt an annual budget including all activities to be funded by the Low and Moderate Income
Housing Fund. As you will note from the various proposed activities and projects, the Agency’s
FY 2009-2010 work plan (Attachment “C”) will continue to address its goals of strengthening
and revitalizing downtown core, removing obstacles to development, and encouraging higher
density housing that attracts residents and businesses.

Recommended FY 2009-2010 Agency Budget

Consistent with the California State and Health Safety Code Section 33606 requirements, the San
Fernando Redevelopment Agency’s FY 2009-2010 Budget covers the following six items: 1)
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Revenues; 2) Expenditures; 3) Low and Moderate Income Housing Fund; 4) Work Plan
Summary; 5) Loan Agreements; and 6) Reimbursement Agreements.

1.

Revenues

The Agency Budget for FY 2009-2010 is $5,998,384 which is nearly a 5% decrease from
FY 2008-2009 (i.e., $6,300,765) — this funding provides for the continuation of all
redevelopment activities in Project Areas 1, 2, 3, 4 and the Housing Funds. The reason for
this reduction in property tax increment is due to the anticipated decrcase in assessed
valuation of properties within the Agency project areas. The Ageuncy’s FY 2008-2009 year
end carry-over was $4,519,445.

Expenditures

The Agency is proposing to incur $8,302,228 in expenditures that focus on enhancing its
various project areas. It also includes revenues from tax increment and interest earned,
with appropriations from those revenues and prior year balances to meet Agency expenses
including bond and loan payments (i.e., $2,215,600 held by bond trustees), OPA payments,
capital projects and operating expenditures (including administrative costs). All tax
increment receipts are reported net of the County required pass-through and 20% Housing
Set-Aside funds. The projected FY 2009-2010 Agency Budget reserve is $533,811 — this
fund balance is being maintained for the pending ERAF payment to the State of $424,494

or more.

Low and Moderate Housing Set-aside Funds

These funds are derived from prior year carry-overs of $2,222,943 and the current year
20% Set-Aside funds of $1,198,873 allocated from the tax increments received by the
existing four project aveas total $3,421,817. If loans for rehabilitation and first time home
buyer are paid off, these funds are reinvested into the housing programs. A total of
$1,990,439 of 20% funds are appropriated for administrative fees, home rehabilitation
loans, housing assistance programs, neighborhood revitalization, and other housing
programs as adopted in the AB 1290 Plan. The reserve balance for this fund is $1,431,378.

Work Plan Summary

Included in this staff report as Attachment “C” is a summary list of projects and activities
that Agency staff will be working on during FY 2009-2010. As you will note from this
work plan, staff will be working extensively in all of the Agency’s project arcas.

Loan Agreements

The Agency receives tax increment funds from the County based on pre-established debt
therefore, these loans are approved at the beginning of each fiscal year. Hence, the
Reimbursement Agreements allow the Agency to reimburse the City up to $8,302,228 for
Fiscal Year 2009-2010 from tax increment funds received from the County. Because the






